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COMPONENT A: MAYOR’S FOREWORD 

1 .1 . FOREWORD BY THE MAYOR 



In our endeavour towards realising our vision which is: “By 2025 Vulamehlo Municipality will be self- 
sustainable and economically viable with an established vibrant town”, I am pleased to report that during 
the financial year 2015-2016 we have made substantial progress towards realising our vision. 

Our mission statement “Is to facilitate and co-ordinate the provision of sustainable infrastructure and 
services, thereby creating an enabling environment that allows the active involvement of the broader 
community, in order to improve the quality of life of all Vulamehlo residents” 

The Vulamehlo Municipality seeks to uphold and promote the values of responsiveness, transparency, 
accountability, innovation, consultation and service excellence. 

This was a year of focused attention on various governance matters within the municipality with various 
policies being either developed and/or reviewed in our aim to improve governance. This process of 
concerted attention to policies, systems and procedures was done in an inclusive manner with broad staff 
and political leadership consultation, with their inputs being considered in the policies, systems and 
procedures. Although not all the work done was adopted during the year in question, it is in various 
stages of adoption. 

Our key service delivery for this financial year has been rural access roads, of which I am pleased to 
report we are making substantial progress. I am pleased to report that our public participation continues 
to be one of our strengths as we implement our annual public participation plan, which includes the Ugu 
District Municipality in some of the key engagements as we embrace cooperative governance. 

For the year 2016/17we will ensure implementation of the various policies, systems and procedures 
which were either developed and or reviewed during 2015/16. We will continue to strive towards a clean 
audit. 
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COMPONENT B: EXECUTIVE SUMMARY 

1.1. MUNICIPAL MANAGERS OVERVIEW 



It is with great pleasure to present the Annual Report of the Municipality for the financial year 201 5/16. The 
year under review has been a challenging one, especially with regard to service delivery and it coincided 
with the 20 years celebration of attaining democracy. 

The challenge faced by the municipality is addressing backlogs especially provision of basic services i.e. 
water, electricity, roads, housing etc. Limited resources pose a huge challenge as the municipality is 
predominantly rural. The high rate of unemployment also poses a huge challenge, but through grant funding 
received from the Department of Co-operative Governance and Traditional Affairs, we have managed to 
appoint 1000 people through the CWP Programme and an additional 120 on Waste Management 
programme. 

There is huge demand of houses and together with the Department of Human Settlement have tried to 
speed up the delivery of Houses to the Community. Currently these are three housing projects awaiting 
construction, i.e. Ward 10 (500 houses) Thoyane i.e. Ward 2&3 (2000 houses) and 5&7 (2000 houses). 
With regard to electricity the municipality has made great strides in providing electricity, but the ageing 
infrastructure, as well as the topography is hindering the provision of electricity. 

The political as well as the administrative component complement each other in ensuring the betterment 
of community lives. 


The municipality will be disestablished in the next local government elections and wards 1 , 2, 3 and portion 
of ward 4 will be incorporated into eThekwini Municipality and the balance of the wards will be incorporated 
in Umdoni Municipality. 
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1.2. MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL 
OVERVIEW 


1.2.1. Introduction 

Vulamehlo Municipality (KZN 211) forms part of the Ugu District Municipality (DC21). It is located south of 
the eThekwini municipality and is bordered by Umdoni to the east, Mkhambathini and Richmond to the 
northland Ubuhlebezwe to the west. 



The municipality is characterised by incisive valleys, river systems, hilly and broken terrain. The 
fragmented and steep topography has limited development in the area and greatly determined settlement 
patterns. The major river systems within the area are the uMkhomazi, Mpambanyoni and Mthwalume 
rivers. The other perennial rivers which flow through Vulamehlo include Nungwane, Lovu, Msimbazi, 
Mzimayi, uMzinto and Mkhumbane Rivers. 

The Vulamehlo Municipality comprises of eight traditional areas under the Vulamehlo House of 
Traditional leadership made up of IzimpethuZendlovu, Mandleni, KwaLembe, AmaNyuswa, Qiko, 
Zembeni, Kwa-Cele and Ukuthula. There are, however, three other traditional houses which form part of 
Umbumbulu Traditional house namely Thoyana, Maphumulo and Isimahla traditional houses also forming 
part of the Vulamehlo Municipality. 
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1.2.2. Functions 

Sections 156 and 229 of The Constitution of The Republic of South Africa set out the powers and 
functions of municipalities. Section 83(1) of the Local Government: Municipal Structures Act, Act No. 117 
of 1998 further elaborates on the powers and functions of a municipality. Section 83 (2) of the Local 
Government: Municipal Structures Act qualifies section 83(1) by providing for the division of powers and 
functions in the case of a district and its family of local municipalities. 

The list below sets out the powers that are currently performed at Vulamehlo Municipality: 

1. Child Care Facilities: Partially Performed; 

2. Municipal Planning: Performed; 

3. Electricity Reticulation: Performed Externally (Eskom); 

4. Fire Fighting: Shared Service (jointly performed (shared service within the District); 

5. Local Tourism: Shared Service (jointly performed within the District); 

6. Municipal roads: Performed; 

The list below sets out the powers that are currently performed at Ugu District Municipality: 

1. Air Pollution: District Function of Environmental Health; 

2. Water: District Function; 

3. Sanitation: District Function; 

The list below details those functions that are not yet performed at Vulamehlo Municipality. There could 
be a number of reasons why functions are not performed or partially performed. In some cases the 
powers and functions are not performed due to the lack of resources or because the need has not arisen 
at any particular stage to fulfil that particular function. 

4. Building Regulations: Not Performed as there is no need at present; 

5. Trading Regulations : Not Performed as there is no need at present; 

6. Billboards & display of advertisements in public places: Not Performed - lack of capacity; 

7. Storm Water: Not Performed due to lack of capacity; 

8. Cemeteries, Funeral Parlours and Crematoria: Not Performed due to a lack of capacity; 

9. Cleansing/Waste Management: Not Performed; 

10. Control of public nuisance: Not Performed; 

1 1 . Control of undertakings that sell liquor to the public: Not Performed; 

12. Facilities for the accommodation, care and burial of animals: Not Performed; 

13. Fencing and fences: Not Performed; 

14. Licensing of dogs: Not Performed; 

15. Licensing and control of undertakings that sell food to the public: Not Performed; 

16. Local amenities: Not Performed; 

1 7. Local sports facilities: Not Performed; 

18. Markets: Not Performed; 

19. Municipal abattoirs: Not Performed; 

20. Municipal parks and recreation: Not Performed; 

21. Noise pollution: Not Performed; 

22. Pounds: Not Performed; 

23. Public places: Not Performed; 

24. Municipal Airport: Not Performed; 
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25. Municipal Health services: Health is a provincial function; 

26. Municipal Public Transport: Not Performed; 

27. Pontoons and Ferries: Not Performed; 

28. Beaches and Amusement Parks: Not Performed; 

29. Street lighting: Not Performed. 

30. Traffic and Parking: Not Performed. 

It should be noted that these powers are not absolute, as the Minister of Executive Committee (MEC) for 
local government may, subject to other provisions of the Local Government: Municipal Structures Act, 
adjust the division of functions and powers between a district and local municipality by allocating, within a 
prescribed policy framework, any of those functions and powers vested in the local municipality, to the 
district municipality or the vice versa. 


1.2.3. Population 

Vulamehlo Municipality has a total population of approximately 77,403, consisting of 16,135 households. 
Fifty Four percent (54%) of the population is female and 46% is male. These statistics are based on the 
201 1 Census undertaken by Statistics South Africa. According to Statistics South Africa, Vulamehlo is 
ranked 138th in South Africa by population size. 

In 2011, the Ugu district’s population was approximately 722,484 people, accounting for 7% of the 
population in KwaZulu Natal. The district’s average annual population growth rate of 0.3% between 2000 
and 201 1 has been lower than the provincial average annual growth rate (0.7% per annum). 

The district has a fairly young population with 48% being under the age of 19 years old. The population is 
unevenly distributed throughout the region, as indicated in Table 1 below, with the Hibiscus and 
Umzumbe municipalities hosting the largest population share. While the population is predominantly rural 
(86%), the urban coastal zone has the highest population density. 

There is a strong perception that young people in the Ugu District aspire to move into metro areas given 
the limited opportunities for both youth development and entertainment within the district. There is 
concern that land pressures in rural areas are pushing young people off the land as parcels being 
allocated are getting smaller and smaller and outsiders move in. This trend could have long-term 
implications for the district as the young, productive population decreases. 


Table 1 , below, indicates the population in per municipal area as per the 2001 and the 201 1 census 


Municipality 

Population 2001 

Population 2011 

% Change 
2001 -2011 

% share of 
Population in per 
District 2011 

Vulamehlo 

82 961 

77 403 

(7%) 

11% 

Ezinqoleni 

54775 

52540 

(4%) 

7% 

Hibiscus Coast 

217824 

256135 

15% 

35% 

Umdoni 

62375 

78875 

21% 

11% 

uMuziwabantu 

92327 

96556 

4% 

13% 

Umzumbe 

193768 

160975 

(20%) 

22% 

Total Ugu District 

704 030 

722 484 

3% 

100% 


Table 1: Population Breakdown within the District (Source: Statistics SA 201 1) 
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Table 2, below, indicates the racial profile of Vulamehlo with 98.9% of the population being Black African. 


Category 

2011 

Black African 

98.9% 

Coloured 

0.2% 

Indian/Asian 

0.3% 

White 

0.2% 

Other 

0.4% 

Total 

100.00% 


Table 2: Population Groups Data (Source: Statistics SA 2011) 


Table 3, below, indicates the gender profile of Vulamehlo 


Category 

2011 | 

Male 

46% 

Female 

54% 

Total 

100% 


Table 3: Population Groups Data (Source: Statistics SA 201 1) 


1.2.4. Poverty 

Vulamehlo Municipality ranks as the top most deprived area within the KwaZulu Natal province. Within 
the Ugu District, three local municipalities rank in the top TEN of the provinces most deprived areas. (See 
Table 4) The remaining three local municipalities; Umzumbe, Umdoni, and Hibiscus Coast, were ranked 
at number 37, 43 and 46 out of a total of 50 local municipalities respectively, demonstrating the strong 
urban/rural divide within the region. 

The KZN Multiple Deprivation Index, released by KZN Treasury in 2011, is based on income levels, 
employment levels, HIV levels, education, access to services, and crime rates. Each local municipality 
receives a score for each of the indicators which are totalled in order to derive the deprivation index per 
LM. 51 local municipalities in KZN were analysed, and then ranked 1 (highest level of deprivation) to 51 
(lowest level of deprivation). 


Municipality 

KZN Multiple Deprivation Index 

Vulamehlo Local Municipality 

i 

Ntambanana Local Municipality 

2 

Ndwedwe Local Municipality 

3 

Ezinqoleni Local Municipality 

4 

Msinga Local Municipality 

5 

Maphumulo Local Municipality 

6 

Impendle Local Municipality 

7 

uMuziwabantu Local Municipality 

8 

Imbabazane Local Municipality 

9 

Dannhauser Local Municipality 

10 


Table 4: KZN Deprivation Index - Top 10 (Source: Statistics SA 201 1) 
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1.2.5. Human Settlements 

The current patterns of human settlement development within the District correlate with the spatial 
distribution of need, with human settlements located adjacent to urban areas benefitting from greater 
access to both opportunities and services. Table 5, below, presents the distribution of different types of 
human settlements within each local municipalities in the Ugu District. 

The majority of urban settlements lie along the coastal belt, with the inland regions being dominated by 
rural settlements with varying levels of density and accessibility. In total, there are approximately 716 
informal households within the district, with over 17,000 limited access rural households. Over 11% of 
households in the district do not have sufficient access to the road network, public transport, social 
facilities and economic opportunities. 

The Ugu District’s estimated housing backlog was 30,867 units in 2010 with a total project start value of 
R934 million. Addressing the rural housing backlog is further complicated by the typography and 
distance, resulting in high service and infrastructure costs. A sustainable approach to human settlements 
is required, with appropriate strategies to address the needs of scattered settlements and the more 
densely populated rural nodes and corridors. 

Besides meeting the existing housing backlog, other needs have been identified, such as: a demand for 
the provision of decent and affordable social housing to retain skilled labour in the public sector; and the 
provision of gap-market and middle-income housing opportunities through the formal banking sector. 
Housing delivery within the district has been slow, given the challenges ranging from the availability of 
funds for bulk infrastructure, availability of land, delays in the project approval process, issues with 
implementation agents and beneficiary administration. 


Settlement 

Vulamehlo 

Hibiscu 
s Coast 

Umzumbe 

uMuziwabantu 

Umdoni 

Ezinqoleni 

Ugu 

Total HH 

Formal urban 

0.52% 

50.05% 

0.08% 

10.22% 

43.18% 

0.00% 

24.27% 

35,452 

Informal 

Residential 

upgrade 

0.00% 

0.49% 

0.00% 

'0.82% 

1.69% 

0.00% 

0.49% 

716 

Linked Rural 
upgrade 

17.97% 

29.45% 

28.49% 

8.88% 

40.45% 

29.51% 

26.38% 

38,537 

Good Access 
Rural upgrade 

28.23% 

13.32% 

25.67% 

29.52% 

10.78% 

46.95% 

21.70% 

31,537 

Limited 

Access Rural 
upgrade 

14.44% 

1.90% 

17.83% 

34.96% 

0.75% 

7.96% 

11.67% 

17,047 

Scattered 

38.84% 

4.78% 

27.93% 

15.60% 

3.15% 

15.57% 

15.49% 

22,631 

Total 

100% 

100% 

100% 

100% 

100% 

100% 

100% 



Table 5: Percentage of Households by Settlement type and Location (Source: Statistics SA 201 1) 
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During the 2015/2016 financial year the following housing projects were prioritised: 


Vulamehlo Rural Housing Planned Projects 


Dududu Ward 6 Housing Project 

Ward 8/9/10 Housing Project (Balance 500 houses) 

Thoyane Rural Housing (Ward 2 & 3) 

Vulindlela Rural Housing 

Table 6: Housing projects undertaken for the year 

1.2.6. Employment and Unemployment 

The official unemployment rate of the District is 30% in comparison with the provincial rate of 21.6%. 
Figure 1 illustrates the percentage of working age, employed (in both the formal and informal sectors), 
unemployed and not economically active population within the six local municipalities. 

The main areas of concern are the significant gap between the percentage of working age population and 
employment and the large numbers of economically inactive residents, indicating high dependency and 
despondency levels. This presents a more negative picture of employment within the region than the 
official unemployment rate. It is unsurprising that the Hibiscus and Umdoni municipalities provide the 
largest number of formal and informal jobs within the districts economy. 

Vulamehlo Municipality has the highest of the 6 local municipalities’ unemployment rates. It must be 
noted that one of the six municipalities are able to provide sufficient jobs for the working age population. 


Employed, Unemployed and Not Economically Active (2011} 

| 70,0% 



Mll'ihl|jiilitv MLIhM|ullly MumiqiJlly I Milnk i|j>il<ly 

■Population - Working 4^ ■Em|jlm'd I nmifll awl liifunndl ■Liiii.iii|>ki ,i.‘il ■ NolttonuMikdlly .xii;*- 


Figure 1: Employed, Unemployed and Not-Economically Active Populations in the Local Municipalities in 
2011 as a percentage of total LM population. (Source: Statistics SA 201 1) 
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1.2.7. Socio-Economic Information 

Table 7, below, illustrates the municipal age profile for 2011. The total population has lessened since 
2001 with more than half of the population being working age and a significant young population. 


Category 

Percentage 

2011 

Percentage 

2001 

Total population 

77,403 

82,961 

Young (0-14) 

36.9% 

39,8% 

Working Age (15-64) 

56.9% 

56,9% 

Elderly (65+) 

6.2% 

5,8% 

Dependency ratio 

75.7% 

83,7% 


Table 7 : Municipal Age Profile (Source: Statistics SA 201 1) 


Table 8, below, illustrates the percentage of education for over twenty-year olds. There is a relatively high 
percentage of 24.2% with no formal schooling, although this has decreased since 2001. In addition, the 
low percentage of those with higher education is noteworthy. 


Category 

Percentage 

Percentage 


2011 

2001 

No schooling aged 20+ 

24.2% 

37% 

Higher education aged 20+ 

2.3% 

2% 

Matric aged 20+ 

20.8% 

10,3% 


Table 8: Education Level Over 20’s. (Source: Statistics SA 2011) 


Table 9, below, indicates the unemployment rate of 52.6%, which has decreased since 2001 but is still 
considered high. 


Category 

Percentage 

Percentage 


2011 

2001 

Unemployment Rate 

52,6% 

66,1% 

Youth Unemployment Rate 

62,8% 

74,6% 


Table 9: Unemployment Rates. (Source: Statistics SA 2011) 


Employment for those Aged 15 to 64 

13% 

■ Employed 

15% 

■ Unemployed 

60% 

12% 

■ Discouraged Work Seeker 

■ Not Economically Active 


Figure 2: Employment for those Aged 15 to 64. (Source: Statistics SA 2011) 
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Table 10, below, indicates the status of households, household size, female headed households, formal 
dwellings and housing owned and/or paying off. To note is that more than half the households are 
female-headed and less than half are in formal dwellings. 


Category 

Percentage 

2011 

Percentage 

2001 

Number of Households 

16,135 

15,794 

Average household size 

4,7 

4,9 

Female headed households 

55,3% 

54,9% 

Formal dwellings 

30,5% 

30,3% 

Housing owned/paying off 

63,4% 

59,4% 


Table 10: Households and Housing Status. (Source: Statistics SA 2011) 


Figure 3 illustrates average household income and to note is the high percentage with no income and the 
relatively low income earning status of the area. 


Average Household Income 



■ Percentage 


Figure 3: Average Household Income. (Source: Statistics SA 201 1) 


1.2.8. Natural resources 

Land potential 

A number of sources of information, many of which can be represented graphically, have been assessed 
in order to ascertain the potential of Vulamehlo Municipality for agricultural purposes. There is potential 
for land to be used for agricultural purposes. A range of issues have been investigated in terms of the 
impact that they potentially have on agriculture. These factors range from soil and climate, to man-made 
infrastructure. Factors such as the conservation plan for KwaZulu-Natal (prepared by Ezemvelo KZN 
Wildlife), that are also likely to impact on the type of development that can take place, have also been 
considered. 
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Vegetation 

The natural vegetation that exists in an area is generally reflective of the soils, terrain and climate of that 
area. The KZNDAEA Bioresource Programme classifies the province into vegetation types known as 
Bioresource groups. The Bioresource Groups (and predominant vegetation types) found in Vulamehlo 
are: 

■ Moist Coastal Forest, Thorn Palm Veld (BRG1) - primarily bushed grassland/bush land 

■ Moist Coast Hinterland Ngongoni Veld (BRG3) - primarily grassland / bushed grassland 

■ Valley Bushveld (BRG 21) - primarily bush land thicket and bush land, and, to a much lesser 
extent, 

■ Coast Hinterland Thornveld (BRG 17) - primarily bush clumped grassland and bush land thicket). 

Natural vegetation is particularly important for livestock-based enterprises that rely on natural grazing. 
Grazing capacity is a measure of the amount of land required for an animal. Within Vulamehlo, grazing 
capacity ranges from 2.5 hectares per animal unit to 5.4 hectares per animal unit (an animal unit being 
defined as a 450kg steer). A number of additional comments can be made regarding natural vegetation 
within Vulamehlo: 

- Within the privately owned parts of Vulamehlo most of the natural vegetation has been replaced 
by cane and timber 

■ The Valley Bushveld is encountered in the drier, western areas that are also characterised by 
very broken terrain. It has low grazing capacity and may offer more opportunities for agro-tourism 
that conventional livestock production. 

Rivers 

Rivers are an important resource for agricultural development, providing a source of water for irrigation. 
This is particularly important during the drier winter months. A number of perennial rivers flow through 
Vulamehlo Municipality, including: Nungwane, Lovu, Msimbazi, Mkomazi, Mphambanyoni, Mzimayi, 
Umzinto, Mkhumbane and Mtwalume. 

The development of irrigation projects along perennial rivers is seen as an important means of achieving 
agricultural development with the Municipality. According to DWAF, the construction of off-channel dams 
that store excess water during high flow periods should be considered. This is particularly important for 
rivers where there is already substantial water use occurring as extraction of water during low flow 
periods may not be permitted. 

The possibility of using water harvesting techniques instead of conventional irrigation methods for 
irrigating smaller projects and household production should also be considered. According to the training 
material prepared by the Food and Agriculture Organisation (FAO), there are four types of water 
harvesting techniques: 

■ Rooftop 

- Micro catchment 

■ Macro catchment (medium-sized catchment) 

- Floodwater harvesting. 

Rooftop harvesting techniques are normally used for household production and water is normally stored 
in tanks for subsequent use. With micro catchment water harvesting, the catchment (normally 1 - 
1000m2 in extent) is located adjacent to the arable area and runoff is captured and stored in the soil (in 
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the root zone). This method is suitable for annual crops and trees. The ratio of catchment area to arable 
land generally ranges from 1:1 to 10:1. 

Macro catchment water harvesting takes place on a larger scale and the catchment is normally not 
directly adjacent to the arable area. Run-off is still stored mainly in the soil, but construction of bunds 
allows for some overflow from the arable area. The ratio of catchment to arable land area ranges from 
10:1 to 100:1 and bunds / channels catch water and feed it into arable land while bunds at the bottom of 
the arable land contain water allowing for infiltration into the soil and overflow of the excess. The largest 
form of water harvesting is known as floodwater harvesting. This may involve the construction of a 
number of dams and ponds to capture turbulent channel flow from major rivers. This method reduces 
damage caused by flash floods and replenishes groundwater. 

Conservation and biodiversity issues 

According to the output from C-Plan, a conservation plan for the province that is managed by EZemvelo 
KZN Wildlife, a number of irreplaceable sites have been identified in the North Eastern parts of the 
Municipality. A number of other sites with relatively high irreplaceability ratings, that are important for 
conserving biodiversity, are located in the South East. Agricultural development that takes place in areas 
that have a high conservation status should be compatible with the endangered species that are located 
there. Applications made to KZNDAEA for changes in land use, or the ploughing of virgin land are 
unlikely to be authorized if they fall into areas rated as totally irreplaceable (mandatory reserves). 


1.2.9. Tourism 

The coastal strip forms part of the KwaZulu-Natal South Coast which is a popular domestic tourist 
destination. Nearby, Scottburgh and Pennington both offer resort facilities, and are affluent in comparison 
with the underdeveloped rural areas of Vulamehlo. 

Tourism development projects include the development of a market for traditional rural arts and crafts, 
and of "traditional rural lifestyle cultural tours. A further aim is to establish diverse initiatives through four 
anchor projects at Tshehlope, and community involvement in operating Vernon Crookes Nature Reserve. 
A short distance from Dududu, standing sentry over the expansive Umkomaas Valley, is the imposing 
Execution Rock, a distinctive natural feature shrouded in myth and legend. A climb to the plateau is 
rewarded with spectacular views into the Umkomaas valley and an opportunity to spare a thought for the 
Zulu warriors who were said to be despatched from the rock promontory for errant behaviour 
Historical and Other Places of Interest; 

■ Vernon Crookes Nature Reserve 

■ Enqushini waterfall 

■ Scenic forest and river areas 

Further to the above the following opportunities were identified: 

■ Development and extension of the P77 corridor - Scottburgh-Dududu-Kenteron 

■ Natural scenery 

■ Availability of land and rivers for agricultural, sand winning purposes and water provisions 

■ Retail opportunities and lower to middle income accommodation in some of the nodal areas 

■ Close proximity to markets - Durban, Port Shepstone, Scottburgh, uBuhlebezwe 

■ Vast tracts of rich land to produce bulk organic agricultural products 

■ Cultural heritage 


17 




Vulamehlo Local Municipality 
Draft Annual Report 
2015/2016 Financial Year 


1 .3. SERVICE DELIVERY OVERVIEW 


1.3.1 Introduction 

Basic services are a package of services necessary for human well-being and typically include water, 
sanitation, electricity and refuse removal. Basic level services to households are defined as an 
electricity connection at the dwelling, a public standpipe for water within 200m of the dwelling, and a 
ventilated pit latrine (VIP) for sanitation. National policy also requires that poor households should 
receive 50kWh of free basic electricity, 6 kl of free basic water and free weekly refuse removal. 

The table below details the service backlogs for Vulamehlo Municipality. 


Category 

Percentage 

2011 

Percentage 

2001 

Flush toilet connected to sewerage 

2,8% 

6% 

Weekly refuse removal 

1,7% 

3,9% 

Piped water inside dwelling 

5,6% 

2,2% 

Electricity for lighting 

36,9% 

23,7% 


Table 11: Service Backlogs. (Source: Statistics SA 201 1 ) 


Access to these basic services is critical for the development and improvement of people’s lives within 
the Vulamehlo Local Municipality. 

The municipality has developed a housing development plan (HDP). In terms of the HDP, there is a 
considerable backlog of housing units. This plan is a legal requirement and is provided for in terms of the 
revised procedures established in Chapter 3 of part 3 of the National Housing Code. The housing plan is 
therefore a critical component of the IDP and must be reviewed annually together with the IDP. The 
overall objective of the housing sector plan is to assist the municipality to provide housing to all 
communities within its area of jurisdiction. 

Through the process of housing provision, the municipality also seeks to create employment 
opportunities and to link the process with other Local Economic Development (LED) initiatives. 

The bulk of the population is spread across the municipal area with a few isolated more densely 
populated areas normally in the vicinity of shops, government departments etc. The only significant 
development in terms of refuse collection over the next few years is the formalisation of the Dududu 
Village. There is no record of current waste volumes and /or its characteristic. The municipality has no 
landfill site and waste is either disposed of in formal pits and heaps many of which are burnt by residents. 

To determine the potential volume of waste from the municipality, the waste generation rate of 0,1 kg/per 
person is used. Based on the latter rate, the estimated daily volume of waste generated in Vulamehlo is 
approximately 8, 4 tonnes for domestic households. As has been noted previously these households are 
spread throughout the area in rural settings. If the daily volume for the formal and the informal house is 
increased to 0.5 kl/person the additional mass of waste is 1 0,6 tonnes. 
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Generally, the Municipality has a poor road network system and this problem has been identified during 
the SDF review. This situation is as a result of the broken topography that characterises the municipal 
landscape as well as the dispersed settlement patterns. The current situation has had a negative impact 
in terms of stagnating economic development and delivery of basic services. 

As an interim measure to address the persisting problem the municipality identified rural roads upgrade 
as one of the key priorities. To this end, the municipality obtained funding to acquire a Tractor Loader 
Backhoe (TLB) & Grader to upgrade access roads. 

Additional funding for re-gravelling and stormwater construction has also been approved. This will go a 
long way in terms of ensuring that the lifespan of the upgraded access roads is prolonged. The key 
priority infrastructure projects for the period of the annual report have been rural access roads. 

1.3.2 Water 

Ugu District Municipality has come up with a strategy which seeks to integrate the isolated individual 
water schemes and provide for investment in more reliable water sources that will be more cost effective 
in addressing backlogs, meeting the demand due to urban development growth and mitigating the effect 
of drought. 

The construction of the South Coast pipeline has been completed up to Scottburgh. The northern part of 
the district is the most drought prone area and the water transfer project from Inanda Dam into the Ugu 
District is an innovative intervention implemented in partnership with Umgeni Water and eThekwini 
Municipality (R200million investment). The strategy also seeks to see the construction of three dams, the 
Weza, Mhlabashane and Cwabeni storage dams. Upgrading of the existing water schemes towards this 
goal are underway for the Umtamvuna water scheme and augmentation of Umzimkhulu Scheme 
(incorporating Bhobhoyi water works). Respectively R66m and R250m will be invested in these projects. 

The municipality facilitated the delivery of water twice a week during the financial year. 

1 .3.3 Vulamehlo Water Supply Zone 

The Vulamehlo supply zone is supplied by the Vulamehlo waterworks and currently supplies the 
Kenterton, KwaNyuswa, Emandleni and Izimpethu Zendlovu (south of the Mpambanyoni River) areas of 
the Vulamehlo tribal Authority, as well as communities in the adjacent Sisonke District Municipality. The 
scheme will be extended to also supply Braemar and Amahlatini to the East, as well as Nyavini and 
further areas within Vulamehlo (Emandleni, IzimpethuZendlovu) to the South. 

Vulamehlo Cross Border Scheme 

The Department of Water Affairs (DWA) has recommended the development of the Vulamehlo Cross 
Border Water Supply Scheme, which will serve cross border communities in Sisonke District 
(Ubuhlebezwe Municipality) and Ugu Districts (Vulamehlo and Umzumbe Municipalities). On 
completion, it is expected that the project will guarantee a water supply to 24,000 households. 

The engineering solution will include the construction of: 

• Raw water storage facilities, in the form of a dam with an estimated capacity or 3,500,000m3 

• Upgrade the existing water treatment plant from 1 ,800m3/day to 1 0,000m3/day 

• Reticulation and bulk water conveying infrastructure 
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• Phased construction is expected to commence around July 2014, subject to obtaining the 
necessary approvals. 


1 .3.4 Access to water services within Vulamehlo Municipality 

The table below details the water services within Vulamehlo 


Settlement Category 

Serviced RDP 

Serviced <RDP 

Not Serviced 

Total No of 

People 

Vulamehlo Municipality 

20,764 

23,740 

31.527 

76,032 


Table 12: Water services 


Source of Water 




Regional/ 

Local 

water 

scheme 

(operated 

by 

municipal 

ityor 

other 

water 

services 

provider) 

Borehole 

Spring 

Rain 

water 

tank 

Dam/Pool 

/Stagnant 

water 

River/Stre 

am 

Water 

vendor 

Water 

tanker 

Other 

■ Percentage 

41.3% 

6.5% 

4.8% 

2.2% 

3.6% 

30.2% 

1.3% 

7.8% 

2.3% 


Figure 4: Sources of Water: (Source Statistics SA 2011) 
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Figure 5: Household Access to Water. (Source: Statistics SA 201 1) 
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Fourty one percent (41%) of water schemes within Vulamehlo are operated by Water Services Providers 
and 30% of water is collected from Rivers and streams. 

In terms of household access to water, the majority access is from dams, springs and streams and only 
13% of household have access to water being served through piped infrastructure. Water and Sanitation 
services backlogs within the District are at 54.4% 


1.3.5 Sanitation 

The second draft of the Water Services Development Plan (WSDP which can also be considered as 
Water and Sanitation Master Plan) which was last reviewed in 2010 encompasses amongst others, 
water, sanitation and infrastructure backlog studies, waste water treatment studies, bulk infrastructure 
development studies which was completed in 2005. Additional funding is required to eradicate the water 
and sanitation backlog etc. Ugu District Municipality is responsible for the provision of sanitation to 
households 


Toilet Facilities 




None 

Flush toilet 
(connected 
to 

sewerage 

system) 

Flush toilet 
(with 
septic 
tank) 

Chemical 

toilet 

Pittoilet 

with 

ventilation 

Pittoilet 

without 

ventilation 

Bucket 

toilet 

Other 

■ Percentage 

4.30% 

2.80% 

2% 

17.70% 

27.40% 

38.10% 

3.20% 

4.40% 


Figure 6: Toilet Facilities (Source: Statistics SA 2011) 


The majority of toilets that are being used within Vulamehlo are the pit toilet systems, with 27% being with 
ventilation and 38% being without ventilation. Only 2% of Vulamehlo is being serviced through the 
sewage systems. 
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1.3.6 Electricity 


The municipality is divided into three networks or streams for the purpose of providing electricity namely, 
Kenterton, Dududu and Umbumbulu. The Kenterton network or stream is served by ESKOM - 
Pietermaritzburg, Umkondeni. The Dududu network or stream is served by ESKOM - Shelly Beach. The 
Umbumbulu network or stream is served by eThekwini. 

The current electricity backlog as per statistics supplied by Eskom for Vulamehlo is 71%, which is the 
highest backlog in the Ugu District. With regard to ESKOM areas, the municipality is experiencing 
capacity constraints and a lot of illegal connections (izinyoka). Backlogs are attributed to lack of bulk 
infrastructure, there is no spare capacity to accommodate further developments or new connections 
Vulamehlo people are using candles as a source of energy for lighting, whilst more people use wood as a 
source of energy for heating and as a source for cooking. Department of Energy (DoE) is responsible for 
the funding all prepaid electrification which is mainly in Eskom rural areas of supply. Therefore Eskom as 
the delivery agent of DoE is responsible for the electricity delivery based on the annual MTEF allocations 
through the gazetting processes. During the year the following projects were either completed or just 
commenced. 


Projects name 

Ward 

Comments 

Khakhama / Ntontonto and Mahlabathini 

7 

187 connections 

Dlangezwa / Mjunundwini 

4 & 6 

Phase 1 commenced with 156 connections. Phase 2 proposed 474 
connections. 


Table 13: Electricity Connections 


1 .3.7 Refuse removal 

The bulk of the population is spread across the municipal area with a few isolated more densely 
populated areas normally in the vicinity of shops, government departments etc. The only significant 
development envisaged over the next few years is the formalisation of the Dududu Village. There is no 
record of current waste volumes and /or its characteristic. The municipality has no landfill site and waste 
is either disposed of in formal pits and heaps many of which are burnt by the residents themselves. To 
determine the potential volume of waste from the municipality, the waste generation rate of 0,1 kg/per 
person is used. Based on the latter rate, the estimated daily volume of waste generated in Vulamehlo is 
approximately 8, 4 tonnes for domestic households. As has been noted previously these households are 
spread throughout the area in rural settings. If the daily volume for the formal and the informal house is 
increased to 0.5 kl/person the additional mass of waste is 1 0,6 tonnes. 

Therefore based on the above estimated daily mass of waste generated in the municipality is 24 tonnes. 
The relatively small amount of medical waste generated is removed from the area and disposed of 
elsewhere. 

Except for a small percentage which is moved off site and disposed of at the regional landfill, the waste is 
disposed of on-site by burning. The relatively small amount of medical waste generated, is removed from 
the area and disposed of elsewhere. 
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Refuse Disposal 




Removed by 
local 

authority/pri 

vate 

company at 
least once a 
week 

Removed by 
local 

authority/pri 

vate 

company 
less often 

Communal 
refuse dump 

Own refuse 
dump 

No rubbish 
disposal 

Other 

■ Percentage 

1.7% 

1.0% 

2.8% 

80.4% 

12.6% 

1.5% 


Figure 7: Refuse Disposal (Source: Statistics SA 2011) 


1.3.8 Housing 

The Bill of Rights in the Constitution provides that everyone has a right to adequate housing and shelter. 
The qualification to this clause, however, is set out in the Constitution and states that the state must strive 
towards the progressive realisation of this right depending on the available resources. The municipality 
has developed a housing development plan (HDP). In terms of the HDP, there is a backlog of 15586 
housing units to be built within the next five years. The following listed below are the current housing 
projects: 


Housing Planned Projects for the 

2015 2016 financial year 

No. of houses completed 

Type of houses built 

Ward 10 Phase 2 

Planning stage - 500 

Rural housing schemes 

Vulindlela 

390 

Rural housing schemes 

Ward 5&7 

Planning stage 

Rural housing schemes 

Dududu Ward 6 

Planning stage 

Rural housing schemes 

Thoyane 

Planning stage 

Rural housing schemes 


Table 14: Vulamehlo Rural Housing Planned Projects 


This plan is a legal requirement and is provided for in terms of the revised procedures established in 
Chapter 3 of part 3 of the National Housing Code. The housing plan is therefore a critical component of 
the IDP and must be reviewed annually together with the IDP. The overall objective of the housing sector 
plan is to assist the municipality to provide housing to all communities within its area of 
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Jurisdiction. Through the process of housing provision, the municipality also seeks to create employment 
opportunities and to link the process with other LED initiatives. The housing plan is based on projected 
Vulamehlo population. 3 000 houses were completed in 2013 and 2138 completed in 2014 with a further 
1500 completed during 2015, which then reduced the backlog to 8 948 housing units .In determining 
housing needs, current and completed housing projects were also taken into account. Ward by ward 
housing needs projections is based on an average of six people per household divided by the total 
population to give the total number of households. The housing projects that have been identified in the 
housing sector plan. In the implementation of the housing plan, the municipality will have to work in 
collaboration with various tiers of government so that in the process of housing provision, the 
communities are assisted in gaining access to water, education, health care services and social security. 
The spatial component of the housing development plan is critical and this is one of the gaps that have 
been identified with the current housing sector plan. 

1.3.9 Solid Waste 

The municipality is still faced with a challenge with regards to solid waste due to capacity constraints. 

The backlogs and statistics of solid waste are defined as follows: 

- Defined according to settlement density as opposed to settlement type 

- Low density: less than 1 0 dwellings per hectare: 

■ On-site disposal in areas designated by municipality and under supervision of the 
designated Waste Management Officer 

■ Medium density: 10-40 dwellings per hectare: 

■ Communal collection and formal disposal of household refuse and litter is required 

■ High density: > 40 dwellings per hectare: 

Frequent and reliable formal collection and disposal of solid waste to a landfill (in Umdoni Municipality) is 
required, and Umdoni has agreed to enable its landfill to be utilised. However, this service is not yet 
implemented as solid waste is put in pits and/or burnt by residents currently. 

1.3.10 Municipal Roads and Transportation 

Generally, the Municipality has a poor road network system and this problem has been identified during 
the recent SDF review. This situation is as a result of the broken topography that characterises the 
municipal landscape as well as the dispersed settlement patterns. The current situation has had a 
negative impact in terms of stagnating economic development and delivery of basic services. The 
municipality uses its own funds to maintain its roads, and for 2014-2015 financial year this was identified 
as a service delivery priority. During the year a total of 2 gravels roads were prioritized. The following 
roads were completed, namely Mpulo to Rwayi and Dududu to Thafani. 
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The following outlines the achievements for the construction of gravel roads: 


Project Name 

Target 2014/15 

Actual 2014/15 

Target 2015/16 

Actual 2015/16 

Bhewula Road 

300m 

300m 



Ophondweni Road 

800m 

800m 



Mistake Farm Road 

Nil 

1,4km 



Mpulo to Rwayi Road 

Nil 

Nil 

1.4 km 

1.0 km 

Dududu to Thafani 
Road 

Nil 

Nil 

2.4 km 

1.9 kml 


Table 15: Construction of roads 


1.3.11 Integrated Transport Plan (ITP) 

Vulamehlo Municipality does not have an Integrated Transport Plan but has been incorporated in the Ugu 
Municipality’s Integrated Transport Plan. 


1.3.12 Access to basic services 

Amongst others, some of the issues faced by Vulamehlo Municipality are as follows; 

■ High levels of poverty. 

■ Backlog of basic services. 

- Low skills base due to inadequate levels of education and training. 

■ Low levels of employment. 

■ Limited and irregular household incomes. 

■ Employment centres located at some distance from the municipality. 

■ Poor physical and social infrastructure due to the dispersed, low-density settlement patterns of 
the area. 

All of the above challenges are directly related to the provision of basic services and are amongst the 
barriers to achieving service delivery within the Municipality area. 
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1 .4. FINANCIAL HEALTH OVERVIEW 


Financial Overview: 2015/2016 

Details 

Original Budget 

Adjusted budget 

Actual 

Income 




Grants 

84 532 000 

82 675 000 

76 849 000 

Taxes, Levies and Tariffs 

2 369 000 

2 234 000 

2 419 000 

Other 

1 082 000 

3 167 000 

4 088 000 

Total Income 

87 983 000 

88 076 000 

83 356 000 

Less: Expenditure 

(100 066 000) 

(99 814 000) 

(69 711 000) 

Net: surplus (deficit) 

(12 083 000) 

(11 738 000) 

13 645 000 


Table 16: Financial Overview 


Operating Ratios 

Detail 

% 

Employee Cost 

27% 

Repairs and Maintenance 

11% 

Finance Charges & Impairment 

0.15% 


Table 17: Operating Ratios 


1 .4.1 Operating ratios 

Employee Costs’ - approximate benchmark 26% to total operating cost 

The Municipality incurred employee costs totalling R1 9 540 417 in comparison to the approved budget of 
R19 354 000. The actual in comparison to the total operating expenditure (Actual), and budgeted 
Operating Expenditure equated to approximately 27%. Municipality was within the estimated budget and 
actual, in terms of norms and thresholds. 

Repairs and maintenance - approximate benchmark 1% to total operating cost 

The Municipality incurred repairs and maintenance totalling R7 906 239 in comparison to the approved 
budget of R8 027 564. The actual in comparison to the total operating expenditure (Actual), and 
budgeted Operating Expenditure equated to approximately 1%. The Municipality was within the estimated 
budget and actual, in terms of norms and thresholds. 

Finance Charges and Impairment: approximate benchmark 0.15% to total operating cost 

The Municipality incurred finance charges and impairment costs totalling R 106 000 in comparison to the 
approved budget of R0.00 The actual in comparison to the total operating expenditure (Actual), and 
budgeted Operating Expenditure equated to approximately 0.15%. The Municipality exceeded the 
estimated budget and actuals, in terms of norms and thresholds. 
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Total Capital Expenditure 

5 -2013/2014 to 2015/2016 


Detail 

2013/2014 

2014/2015 

2015/2016 

Original Budget 

16 408 000 

22 536 000 

39 530 000 

Adjustment Budget 

23 938 445 

31 914 000 

35 364 000 

Actual 

13,846,565 

19 525 641 

38 080 000 


Table 18: Total Capital Expenditure - Year 201 3/201 4to 2015/2016 (require table data) 


1 .5. ORGANISATIONAL DEVELOPMENT OVERVIEW 
1.5.1 Introduction 

Vulamehlo Local Municipality has prepared a consolidated Annual Performance Report which is used as 
a tool to monitor how well the Municipality is doing in providing its services and against its Corporate 
Plan. It also monitors whether there have been improvements and highlights areas of underperformance 
which need further investigation. 

The 2015/16 Annual Performance Report shows that Vulamehlo Municipality achieved 56% of its 
performance targets for the year. This was measured through the Organisational Performance 
Management System performance indicators set, and are elaborated in the Annual Performance Report 
2015/2016. 

Managing municipal finances involves both a strategic and operational component. Strategically, the 
finances must be managed to accommodate fluctuations in the economy and the resulting changes in 
costs and revenues. Operationally, the municipality must put in place clear financial goals, policies, and 
tools to implement its strategic plan. 

It must be noted that not all municipalities are the same and this should be kept in mind when assessing 
the financial health of, and the setting of benchmarks for a municipality. A municipality can be categorised 
into either: 

- Developed - maintenance; or 
■ Developing - growing. 

Vulamehlo Municipality can be categorised as a developing - growing municipality. Such municipalities 
require significant additional resources and funding to conduct the growth that is expected of them. In 
contrast, already developed - maintenance municipalities are mainly concerned with the need to maintain 
existing infrastructure. 

With the demands for growth, come risks that need to be managed. Wherever possible, the Municipality 
will set benchmarks appropriate for a developing - growing municipality and strive to achieve these 
benchmarks within the medium to long term. 

The priority from the financial perspective is the viability and sustainability of the Municipality. The 
financial plan and related strategies will need to address a number of key areas in order to achieve this 
goal. 
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1.5.2 How will progress be measured? 

The progress and performance will be measured through the Performance Management System (PMS). 
The Department of Cooperative Governance and Traditional Affairs (COGTA) defines performance 
management as, 'a strategic approach to management, which equips leaders, managers, employees and 
stakeholders at different levels with a set of tools and techniques to regularly plan, continuously monitor, 
periodically measure and review performance of the organization in terms of indicators and targets for 
efficiency, effectiveness and impact.' This system will therefore ensure that all leaders, managers and 
individuals in the municipality are held accountable for their actions, which should bring about improved 
service delivery and value for money. The scorecards for all section 57 employees with KPIs and 
performance targets were developed. Vulamehlo Municipality adopted its reviewed OPMS Framework 
which includes a Policy, Procedures and Templates in June 2014. 

1 .5.3 Purpose of the Performance Management System 

The PMS serves to inform Exco members and other stakeholders of the progress made on the 
implementation of the Municipality’s service delivery budget and implementation plan (SDBIP) and the 
organisational scorecard as well as an update on budget spending. Furthermore it aims at identifying the 
challenges and therefore come up with solutions to address them 

The analysis of the municipal performance report is aimed at evaluating the quality of the actual results 
delivered by programmes in the attainment of the departmental strategic objectives. 

Lastly, an analysis of performance for all programmes is assessed and possible recommendations and 
suggestions provided to contribute towards service delivery improvement. 

1 .5.4 Focus of the PMS 

The performance management system focuses on the following: 

- Individual employees; 

■ Group and unit of specific section of the department; 

■ Linking the OPMS and Individual PMS 

- The entire section of the department; 

■ The department itself - through the Head of Department; and 

■ The entire organization 

■ Auditing Performance Management 

Auditing performance measurements is a key element of the monitoring and evaluation process. Auditing 
of performance measures is concerned with the extent to which the municipality was able to achieve the 
reported performance measures and targets that it set for itself and also to assess the extent of it 
compliance in respect of the development and implementation of the PMS. 


1 .6. AUDITOR GENERAL REPORT 


Refer to appendix T for the Report of the Auditor General for the 201 5/2016 financial year. 
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CHAPTER 2 - GOVERNANCE 
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COMPONENT A: POLITICAL AND ADMINISTRATIVE GOVERNANCE 


Vulamehlo Municipality consists of 20 Councillors which form part of the Vulamehlo Council. The 
Executive Committee (EXCO) in the municipality reports directly to Council. In terms of Section 12 of the 
Local Government: Municipal Systems Act, 4 Portfolio Committees have been established reporting 
directly to EXCO. The chairperson for each Portfolio Committee is nominated by Council. Each Portfolio 
Committee has its own terms reference; which includes oversight functions and recommending decisions 
to EXCO, none have delegated authority. The Portfolio Committees deliberate issues and make 
recommendations to EXCO to take decisions, if EXCO is delegated to take decisions, and/or to consider 
when recommending to Council to take decisions. The Council and EXCO meet monthly. The 4 Portfolio 
Committees are Finance, Budget, and Monitoring Committee (FBM), the LED Committee, the 
Infrastructure and Planning Committee and the Corporate Services Committee. 

In terms of section 166 of the MFMA, the Audit Committee exists within Council. MPAC adopts the 
responsibilities of the Oversight Committee by reviewing the Auditor-General’s annual report and on own 
initiative or council instruction investigates and advises council of unauthorised, irregular, fruitless and/or 
wasteful expenditure in terms of section 32(2) of the MFMA. 

The Audit Committee and MPAC work in close co-operation and MPAC reports to Council at least 
quarterly. The Oversight Report is published separately in accordance with MFMA guidance. 


2.1. POLITICAL GOVERNANCE 

2.1.1. Introduction to political governance 


The MFMA, section 52 (a) states that: the Mayor must provide general political guidance over the fiscal 
and financial affairs of the municipality. Adequate provision is made in the system of delegations and sub- 
delegations to ensure the effective, efficient and accountable functioning of Council, the Political 
Executive of Council, and the Municipal Manager as Chief Accounting Officer as well as the General 
Managers as executors of policy and service delivery. The office of the Speaker who is responsible to 
ensure smooth functioning of Council and its committees underpins the functioning of Council. 
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Executive Committee Members 



Figure 8: Executive Committee 
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Cllr L LKweyamai 
Ward 1 



Cllr P Dlamini 
Ward 2 



Cllr A B Ndlovu 
Ward 3 



Cllr F B Shezi 
Ward 4 






Cllr M A Ntombela 
Ward5 


Cllr B C Mngadi 
Ward 6 


Cllr Z Hlongwa 
Ward 7 


Cllr G Z Jwara 
Ward 8 






Cllr C Ngobo 
Ward 9 


Cllr C MD Ncwane 
Ward 10 


Cllr T P Phetha 
PR Councillor 


Cllr D P Duma 
PR Councillor 




Cllr NR Dlamini 
PR Councillor 


Cllr A S Mchunu 
PR Councillor 


□ 



Cllr Z Muthwa 
PR Councillor 


Figure 9: Councillors 
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2.1.2. Political decision-taking 

Political decisions are guided by the governance model consisting of: 

• Section 79 committees recommend matters directly to council for approval. 

• Section 80 committees, which are advisory committees to the Mayor, who has been delegated 
certain decision-making powers. The Mayor can either note matters and report such to council, or 
resolve on matters and report to council or to recommend matters to council for approval. 

2.2. ADMINISTRATIVE GOVERNANCE 


2.2.1. Introduction to administrative governance 

Vulamehlo Municipality has three departments; each department is headed by the General Manger who 
reports directly to the Municipal Manager. The Municipal Manager reports directly to EXCO via the Mayor 
who is the chairperson of the Executive Committee. The Municipal Manager is assisted by the Internal 
Auditor in meeting his accountability requirements in terms of the Municipal Finance Management Act 
and other pieces of legislation. 


2.2.2. Top administrative structure 



Figure 10: Senior Management 
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2.2.3. Functions assigned to departments 


Department 

Functions 

Office of the Municipal Manager 

Local Economic Development 

Town Planning 

Integrated Development Plan / Performance Management System 

Strategic Planning 

Internal Audit 

Department of Technical Services 

Infrastructure Planning & Development 

Management of M.I.G. funding 

Capital Budget relating to Roads and drainage 

General Maintenance of Buildings 

Department of Corporate Services 

Human Resource Management 

Communications 

I.T 

Administration 

Special Programmes 

Public Participation 

Department of Financial Services 

Expenditure Control 

Income Control 

Supply Chain Management 

Budgeting and Reporting 


Table 19: Functions by component 
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COMPONENT B: INTERGOVERNMENTAL RELATIONS 


2.3. INTRODUCTION TO CO-OPERATIVE GOVERNANCE AND 
INTERGOVERNMENTAL RELATIONS 

Cooperative governance means that the three spheres of government should work together (cooperate) 
to provide citizens with a comprehensive package of services. The Constitution states that the three 
spheres have to assist and support each other, share information and coordinate their efforts. 

Implementation of policies and government programmes require close cooperation between the spheres 
of government, especially at the Executive level. 

Local government is represented in the National Council of the Provinces and other important institutions 
like the Financial and Fiscal Commission (FFC). The FFC is an independent body that is set up under the 
Constitution to advise government on the portion of revenue that should go to provincial and local 
government to subsidise services for poor people (the equitable share). 

The Division of Revenue Act (DORA) lays down how the total government income (revenue) should be 
divided and allocated between the spheres of government and within government. Local government is 
also represented on the Budget Council where the Minister of Finance discusses the proposed budget 
with provincial and local government. 

The South African Local Government Association (SALGA) is the official representative of local 
government. SALGA has nine provincial offices. Local municipalities join SALGA at provincial level. 
Executive elections and decisions on policies and programmes happen at provincial or national general 
meetings. SALGA is also an employers' organisation for all municipal workers, and sits as the employer 
in the South African Local Government Bargaining Council. SALGA’s main source of funding is 
membership fees payable by municipalities. 

It is very important for the principles of cooperative government, as contained in the Constitution, to be 
respected and observed by all spheres of government. The Inter-governmental Relations Act was set up 
to facilitate cooperation and avoid legal proceedings between different spheres of government. 

Inter-governmental relations go beyond the Act, and the Municipal Finance Management Act also 
requires consultation in the budgeting and planning process. At provincial level, technical committees 
should meet regularly to facilitate contact between departments and municipalities and to make sure that 
there is an alignment of planning priority strategies and resources between provincial and municipal 
government. 

2.3.1 National intergovernmental structures 

The Vulamehlo Local Municipality is a non-delegated municipality and reports monthly and quarterly to 
National Treasury and Provincial Treasury. 

Some municipal officials serve in the Institute of Municipal Finance Officers at National level, thus giving 
the municipality early awareness of new developments in accounting and reporting framework. 
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2.3.2 Provincial intergovernmental structure 

The municipality has received support for the implementation of Organizational Performance 
Management and for Governance in general from the Provincial Department of Cooperative Governance 
and Traditional Affairs through the provision of a governance expert to the district family. 

2.3.3 Relationships with municipal entities 

Tourism is a shared service within the Ugu District family of municipalities and this function is performed 
through the S21 Company formed: Ugu/South Coast Tourism. Although not an entity of Vulamehlo, it is 
an entity of Ugu and its functions include the shared service of tourism to Vulamehlo. 


2.3.4 District intergovernmental structures 

At a District level, the municipality has participated in the District Municipal and Technical Forum which is 
chaired by the District Mayor, Cllr N Gumede. During the financial year Ugu District together with the 
locals reviewed its IGR Framework and adopted an improved structure for implementation in 2013-2014 . 


COMPONENT C: PUBLIC ACCOUNTABILITY AND PARTICIPATION 


2.4. OVERVIEW OF PUBLIC ACCOUNTABILITY AND PARTICIPATION 

During the 2015/2016 financial year, the municipality had 10 functional ward committees which served as 
a conduit between the municipality and the committee. 

In addition to ward committees, the Service Delivery and Budget Implementation Plan (SDBIP) was made 
public. This contains projected financial and service delivery Indicators and deliverables. Members of the 
public are also invited to participate in the Oversight process related to the Annual Report. 

In the promotion of public accountability and participation members of the public are invited to attend all 
meetings of the Council and its committees. 

Another mechanism of public participation is conducted through Mayoral Budget and Integrated 
Development Plan (IDP) Imbizo. These are held prior to developing the draft budget in order to provide 
feedback to the community the implementation of projects in the current financial year and to illicit the 
needs of the community in order to provide input for the new financial year. 
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2.5. PUBLIC MEETINGS 


2.5.1. Communication, participation and forums 

The Vulamehlo Municipality has a Communication Strategy and a Public Participation Policy which 
guides the implementations of communication, participation and forums’ communications. 

Stakeholders are categorised as follows: 

Internal Stakeholders: 

- Provincial and National Departments, 

■ District, Metro and Local Municipalities, 

■ Councillors, Executive Committee, Portfolio Committees, Ward Committees 

■ Employees 

External Stakeholders 

■ Eskom, 

■ Telkom 

■ Traditional Leaders. 

■ Organized Business (Chamber Of Business and Industry) and Labour Formations, Service 
Providers 

■ Suppliers 

■ NGOs, CBOs, Faith Based Organisations, Youth Organisations; Lobby Groups - 
(Environmentalist Groups), Unorganized Groupings - (the poor and other Vulnerable Groups), 
Special Interest or Pressure Groups, Sports Organizations, Self Help Organizations (SHO), Civic 
or Resident Associations, Citizens etc. 

■ Police Forums, IDP Forums, Local Implementation Forums. 

The IDP Representative Forum becomes a very central forum to finalise the prioritisation process, it is 
also envisaged that the Budget and PMS stakeholders engagement structures as reflected in the IDP 
Guides, must be the same or integrated structures. 

The public participation is an on-going engagement process, and the following are forms of citizenry 
participation that are utilized by the Municipality to ensure the citizen and stakeholders voices are 
accommodated in the planning, execution and review of the IDP, Budget and PMS processes: 

■ Ward Committee Monthly Meetings 

■ Stakeholders Quarterly Meeting (Reporting on PMS Progress/SDBIP and IDP) 

■ Regular Community Meetings by Councillors 

■ Meetings per annum per ward 

Some of the above various forms of public participation engagements are conducted throughout the year 
specifically at an operational level and then some of them are organized on a fortnightly, monthly, and 
quarterly and annually as reflected in our Process Plan and Annual Roster of Meetings. 
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2.5.2. Ward committees 

Section 74 of the Municipal Structures Act, and regulation 5 of the Government Gazette No. 27699 Ward 
Committee, state that Ward Committees may have powers and functions delegated to them (which are 
essentially advisory in nature) in terms of S59 of the Municipal Systems Act, these are: 

1 . To serve as an official specialised participatory structure in the Vulamehlo Local Municipality. 

2. To create formal unbiased communication channels as well as a co-operative partnership 
between the community and the Council. 

3. Advise and make recommendations to the Ward Councillor on matters of policy affecting the 
Ward. 

4. Assisting the Ward Councillors in identifying the challenges and needs of residents. 

5. Dissemination of information in the Ward concerning municipal affairs such as the budget, 
integrated development planning, performance management systems, service delivery options 
and municipal properties. 

6. Receive queries and complaints from residents concerning municipal service delivery, 
communication with Council and provide feedback to the community on Council’s response. 

7. Ensure constructive and harmonious interaction between the municipality and community 
through the use and co-ordination of ward residents meetings and other community development 
forums, 

8. And Interact with other organizations and forums on matters affecting the ward. 

A ward committee may also make recommendations on any matter affecting its ward to the ward 
councillor or through the ward councillor to the local council. Table 20 below indicates public meetings 
that took place within the financial year . 


Nature & purpose of 
meeting 

Date of events 

No of Participating Municipal 
Administrators 

No of Community 
members attending 

IDP /Budget Roadshows 

07 April 2015, ward 5 

01 

276 

IDP /Budget Roadshows 

08 April 2015, ward 8 

01 

139 

IDP /Budget Roadshows 

10 April 2015, ward 1 

02 

81 

IDP /Budget Roadshows 

15 April 2015, Ward 10 

01 

188 


Table 20: Public Meetings 


Where possible feedback was provided on the same day, but in cases where there are issues that needed a follow 
up details of the community member was taken by the officials. 


2.5.3. The effectiveness of the public meetings held 

The Municipality and Communities alike benefited from the meetings mentioned above as through the 
consultative processes, information sharing occurred and ward committees shared their advice to the 
Councillors who in turn did so to Council. 
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2.6. IDP PARTICIPATION AND ALIGNMENT 



IDP Participation and Alignment Criteria* 

Yes/No 

1 

Does the municipality have impact, outcome, input, output indicators? 

Yes 

2 

Does the IDP have priorities, objectives, KPIs, development strategies? 

Yes 

3 

Does the IDP have multi-year targets? 

Yes 

4 

Are the above aligned and can they calculate into a score? 

Yes 

5 

Does the budget align directly to the KPIs in the strategic plan? 

Yes 

6 

Do the IDP KPIs align to the Section 57 Managers 

Yes 

7 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Yes 

8 

Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes 

Yes 

9 

Were the indicators communicated to the public? 

Yes 

10 

Were the four quarter aligned reports submitted within stipulated time frames? 

Yes 


Table 21: IDP Participation and Alignment 


The alignment of IDP and indicators improved in the 2015/2016 financial year and the municipality will 
continue to improve the alignment of the IDP and indicators, 
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COMPONENT D: CORPORATE GOVERNANCE 


2.7. OVERVIEW OF CORPORATE GOVERNANCE 

Vulamehlo Municipality is an organ of state within the local sphere of government exercising legislative 
and executive authority within its demarcated area. It functions in accordance with the political, statutory 
and other relationships between its political structures, political office bearers and administration and its 
community. The municipality must exercise its authority within the constitutional system of co-operative 
government envisaged in section 41 of the Constitution. Apart from rights and duties derived from 
legislation, the municipality must observe and respect the rights of citizens and others protected by the 
Bill of Rights. The administration is governed by the democratic values and principles embodied in 
section 195(1) of the Constitution. As a point of departure, the municipality has the functions and powers 
assigned to it in terms of sections 156 and 229 of the Constitution. Being a local municipality, the 
Municipality must seek to achieve the integrated, sustainable and equitable social and economic 
development of its area. These functions are listed in Chapter 5 of the Local Government: Municipal 
Structures Act, 1998, as amended, (“the Structures Act”). The Municipal Systems Act enhances these 
functions. 

The management of financial affairs of municipalities is governed by the Local Government: Municipal 
Finance Management Act, 2003, (“the MFMA “) which, inter alia, imposes strict measures to ensure that 
the municipality is transparent, accountable and responsible in respect of its fiscal and financial affairs. In 
order to achieve the objects of local government set out in sections 152 and 153 of the Constitution, a 
municipality must draft, submit, adopt and review an integrated development plan which is in essence a 
single, inclusive and strategic plan for the development of the municipality. Chapter 5 of the Systems Act 
regulates the contents and process in respect of the drafting and implementation of this plan. Mindful of 
the ever-changing priorities and circumstances, the municipality must, within its administrative and 
financial capacity, establish and organise its administration in such a manner that it would enable the 
municipality to comply with its task as set out in section 51 of the Systems Act. 

The municipal manager is held accountable for the overall performance of the administration, including 
compliance with the MFMA. This is a huge task and responsibility. See part 2 of Chapter 7 of the 
Systems Act for details in this regard. In order to maximize administrative and operational efficiency and 
provide for adequate checks and balances, a municipal council must develop a system of delegation in 
accordance with Part 3 of Chapter 7 of the Systems Act. It is, however, the duty of the municipal 
manager, to approve a staff establishment for the municipality. Corporate governance embodies 
processes and systems by which organisations are directed, controlled and held to account. Corporate 
governance in South Africa was institutionalised by the publication of the King Report on Corporate 
Governance in November 1994, which has subsequently been superseded by the King II & III Report on 
Corporate Governance. The purpose of the King Report is to promote the highest standards of corporate 
governance in South Africa. 
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2.8. RISK MANAGEMENT 


The municipality risk assessment register was approved at the Council Meeting held on the 28 th February 
2014. Detailed below are the critical risks of the municipality 


No 

Risks 

Root Causes 

Existing Risk 
Mitigation / Current 
Controls 

Residual 

Risk 

Risk Mitigation Tasks 

1 

Inability to attract 
and retain critical 

scarce skills. 

Geographical location of the 
Municipality. 

Grading of the Municipality. 
Unattractive remuneration 
packages. 

Hostile working environment. 

No control. 

Critical 

Develop and 
implement Retention 
Policy. 

2 

Inadequate 
monitoring of 
service 
providers. 

Poor planning and monitoring. 
Poor record keeping. 

No control. 

Critical 

Update Supply Chain 
Management 
database and blacklist 
poor performing 
suppliers. 

Develop and 
implement contract 
register. 

3 

Nonexistence of 

Business 
Continuity Plan 
and Disaster 
Recovery Plan. 

Lack of capacity. 

Outdated hardware. 

Lack of training (staff). 

Poor authentication 
management. 

Information 

Technology Policy. 

Critical 

Conduct an 

Information 

Technology 

Risk Assessment. 

4 

Non alignment of 

Integrated 

Development 

Plan with the 
budget. 

Poor planning. 

Insufficient funding. 

Lack of co-operation between 
departments. 

High expectations by the 
community. 

Community Based 
Planning. 

Process Plans. 

Critical 

Ensure compliance 
with Process 

Plans. 

5 

Poor 

management 
and maintenance 
of community 
facilities. 

Poor planning. 

Inadequate funding. 

Vast spread of the Municipal 

area. 

Lack of security. 

Inspections. 

Critical 

Develop and 
implement Community 
Facilities Policy. 
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No 

Risks 

Root Causes 

Existing Risk 
Mitigation / Current 
Controls 

Residual 

Risk 

Risk Mitigation Tasks 

6 

Failure to 
safeguard 
Municipal 
records. 

Lack of secure storage area. 
Lack of co-operation. 

Non compliance with Filing 

Plan. 

Lack of capacity. 

Unauthorised access to 
registry. 

Filing Plan. 

Procedure Manual. 

Critical 

Review and implement 
Filing Plan 

Review and update 
Procedure Manualand 
workshop it to staff. 

7 

Inadequate 
development and 
maintenance of 
Municipal roads. 

Insufficient funds. 

Poor planning. 

Backlog. 

Adverse weather conditions. 
Lack of monitoring of service 
providers. 

Maintenance 

Schedule. 

Maintenance Sheet. 
Inspections. 

Critical 

Develop and 
implement 

Maintenance 

Plan. 

Develop and 
implement contract 
register. 

8 

Inability to attract 
and retain 

investors in the 
Municipal area. 

Poor infrastructure. 

Land is privately owned. 

Lack of skills and capacity. 
Topography of the 

Municipality. 

Local Economic 
Development 

Strategy. 

Critical 


9 

Awarding 
contracts to 
employees of the 
state. 

Lack of system to detect/verify 
contractors. 

Submission of misleading 
information by potential 
suppliers. 

Collusion. 

Declaration of 

Interest Forms. 

Critical 

Conduct verification of 
suppliers 

(directorship/ownership 
) with CIPC. 

10 

Fraud and 
corruption 
activities within 
the Municipality. 

Lack of segregation of duties. 
Unethical behaviour. 

Collusion. 

Fraud Prevention 

Plan. 

Code of Conduct. 
Supply Chain 
Management Policy 
and Procedures. 

Major 

Finalise and implement 
Fraud Prevention 

Plan and workshop it 
together with the Code 
of Conduct. 

11 

Inability to utilise 
Municipal 
infrastructure 
grants. 

Poor planning. 

Poor monitoring of service 
providers. 

Appointment of incompetent 
service providers. 

Payment Plan. 

Supply Chain 
Management Policy 
and Procedures. 
Inspections. 

Progress reports. 

Major 

Develop 3 year plans 
for all Municipal 
projects. 
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No 

Risks 

Root Causes 

Existing Risk 
Mitigation / Current 
Controls 

Residual 

Risk 

Risk Mitigation Tasks 

12 

Poor budgeting. 

Lack of understanding of 
budgeting process. Poor 
planning. Insufficient 
funding. Lack of monitoring of 
expenditure patterns. Lack of 
capacity.Non alignment of 
budget, Integrated 

Development Plan and 

Service Delivery and Budget 
Implementation Plan. 

Budget Process 

Plan. Budget Policy. 
Financial Plan. 

Major 


13 

Appointment of 

incompetent 

officials. 

Geographical area of the 
Municipality. 

Lack of skilled individuals 

around Vulamehlo area. 

Interference in recruitment 

processes. 

Lack of pre-screening of 
candidates. 

Unattractive remuneration 
packages. 

Recruitment and 
Selection Policy. 

Major 


14 

Poor financial 
management 
reporting. 

Lack of capacity. 

Poor record keeping. 

Lack of supervision. 
Reconciliations are not 
performed regularly (between 
departments). 

MFMA Calendar. 

Major 

Develop compliance 
checklist and ensure 
supervision upon 
preparation of reports. 

15 

Inadequate 
management of 
Municipal fleet. 

Inadequate monitoring of log 
books, tracking devices and 
garage cards. 

Insufficient supporting 
documentation to facilitate the 
reconciliation process e.g. 
petrol slips not provided to 
finance. 

Lack of supervision. 

Lack of capacity. 

Reports to Portfolio 
Committee. 

Trip Authorisation 
Forms. 

Log Sheets. 

Fleet Management 
Policy. 

Tracking Device. 

Major 

Perform monthly 
reconciliations of 
petrol slips and 
tracking reports. 

16 

Abuse of leave 

and overtime. 

Lack of monitoring and 
supervision. 

Collusion. 

Poor time management/poor 
planning. 

No pre-approval of overtime. 

Leave Policy. 

Major 

Develop and 
implement Overtime 
Policy. 
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No 

Risks 

Root Causes 

Existing Risk 
Mitigation / Current 
Controls 

Residual 

Risk 

Risk Mitigation Tasks 

17 

Inability to 
enhance 

Municipal 

revenue. 

Culture of non-payment. 

Rural nature of the 

Municipality. 

High number of indigents. 
Inaccurate consumer 

database. 

Rates Policy. 

Credit Control Policy. 

Moderate 

Update consumer 
database. 

18 

Poor 

management of 
Municipal assets. 

Outdated Asset Management 
Policy and Plan. Poor 
supervision. Lack of 
communication between 
departments. Lack of office 
space. 

Asset Register. 

Asset Management 
Policy. 

Moderate 

Review and implement 

AssetManagement 

Policy. 


Table 22: Risk Management 
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2.9. ANTI-CORRUPTION AND FRAUD 


The municipality has been dealing with matters relating to fraud and corruption within the municipality. 

Chapter 4 details of Disciplinary Action taken on cases of financial mismanagement. MSA 2000 s 83 (c) 
requires providers to be chosen through a process, which minimises the possibility of fraud and 
corruption. 

Vulamehlo Municipality has a range of measures to prevent corruption, fraud and theft; these are in sync 
with the national anti-corruption strategy. Accordingly, Council developed the Fraud Prevention 
Framework: Policy, Systems and Procedures was developed in the 2012-2013 financial year. These 
procedure were implemented in the 2013/14 financial year and thereafter. This framework was 
presented with staff and political leadership as part of its development, refinement and awareness 
raising. 

It is necessary to be proactive in terms of Fraud and Anti-Corruption and be of the understanding that 
criminal and other irregular conduct is detrimental to good, effective, accountable and transparent 
governance and hampers the service delivery capacity of the Municipality. 

To that end, the objectives of the Municipality are: 

- Develop and foster an environment, where public representatives, the employees of the 
Municipality and the public shall strive to eradicate corruption, fraud and theft through the 
application of a full spectrum of pro-active and re-active measures at their disposal 

■ Encourage disclosures of corrupt practices and the protection of whistle-blowers through the 
application of the Protected Disclosures Act (Act No. 26 of 200) 

■ Encourage the reporting of irregular acts or corrupt activities through the joint utilisation of the 
national anti-corruption hotline 

■ Ensure that, where appropriate, the Municipality recovers financial losses or damages incurred 
by using a range of legal instruments at its disposal 

■ Furthermore, a shared services internal audit unit of the Ugu District Municipality exists to 
analyse and report on the control environment in order that management can proactively deal 
with the underlying causes of corruption and theft. An external Audit Committee made up of 
external experts is constituted and meets on a regular basis to analyse audit reports and, where 
appropriate, make recommendations to management to implement effective management 
strategies and practices, such as those provided for in the King III Report. Such an Audit 
Committee does not include councillors and is therefore seen as objective and non-biased in its 
assessment and recommendations. 

■ Vulamehlo has adopted Bid Committees immediately upon promulgation of Supply Chain 
Management Regulations, in line with the Municipal Finance Management Act. There are no 
councillors serving on Bid Committees since that time. Council plays an oversight role on the 
implementation of Supply Chain Policy and quarterly reports are submitted to the Mayor. 

- Any incidents of corruption and theft are reported to the Municipal Manager and acted upon by 
an internal investigative unit, who also report such incidents to the SAPS where appropriate. 
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2.10. SUPPLY CHAIN MANAGEMENT 

The municipality’s Supply Chain Management unit is a support function for all business units within the 
Municipality to ensure provision of efficient, transparent, fair, equitable and cost effective procurement 
services hence assisting them to implement their service delivery priorities. 

■ In terms of the MFMA SCM regulations the SCM unit is established to implement the SCM policy 
adopted by council. 

■ It operates under the direct supervision of the chief financial officer or an official to whom this 
duty has been delegated in terms of section 82 of the Act 

Core Functions 

■ Demand management; 

■ Acquisition management; 

■ Logistics management; 

■ Disposal management; 

- SCM risk management; and 

■ Performance management 

The supply chain management policy for the year 2015/2016 was reviewed and adopted by Council on 
31 May 2015. 

In terms of SCM Regulation 3 (1) (a) the policy was reviewed in 31 May 2015. The main change made to 
the policy was to bring it in line with the structure of the SCM regulations. The aim was to establish a 
credible base from which the business processes can be developed. 

This review was to further align the policy to Preferential Procurement Regulations 2011, issued in terms 
of the section 5 of the preferential Procurement Policy Framework Act, Number 5 of 2000 (PPPFA). The 
Regulations were published in the Government Gazette on 08 June 201 1 the new regulations aims to 
align the Preferential Procurement Policy Framework Act, 2000 and the Broad - Based Black Economic 
Empowerment Act, 2003 effective from 7 December 201 1 , issued by National Treasury. 


2.11. BY-LAWS 


The Municipal Systems Act of 2000, Section 1 1 (3)(m) provides Municipal Councils with the legislative 
authority to pass and implement by-laws for the betterment of the community within the terms of the 
legislation. 

For the 201 5/201 6 financial year, Vulamehlo Municipality did not adopt or implement any new by-laws. 


2.12. WEBSITE 

A website is an integral part of the municipality’s communication infrastructure and strategy. If managed 
effectively, it allows easy access to relevant information, serves as a tool for community participation, 
improves stakeholder involvement and facilitates stakeholder monitoring and evaluation of municipal 
performance. 
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The municipality has a functional website and the address of the website is www.vulamehlo.gov.za 

At this stage not all requirements of Section 75 of the MFMA have been met, however we are striving to 
meet all the compliance issues. 

The role of municipal websites, as platforms for information dissemination, participation and disclosure 
has been significantly catered for in various pieces of legislation, including: 

- The Local Government Municipal Systems Act No 32 of 2000 ("the Systems Act"); 

■ The Local Government Municipal Financial Management Act No 56 of 2003 ("the MFMA"); and 

■ The Municipal Property Rates Act, no 6 of 2004 ("the MPRA"). 

S75 of the MFMA sets out the information which a municipality must publish on its website. Detailed 
below is a summary of the documents published on the website. 


Document Name 

Yes / No 

Current annual and adjustments budgets and all budget-related documents 

Yes 

All current budget-related policies 

Yes 

The previous annual report (2014/15) 

Yes 

The annual report (2015/2016) published/to be published 

Will be published 
once tabled 

All current performance agreements required in terms of section 57(1 )(b) of the Municipal Systems Act 
(2015/2016) and resulting scorecards 

No 

All service delivery agreements (2015/2016) 

No 

All long-term borrowing contracts (2015/2016) 

No 

All supply chain management contracts above a prescribed value of R1 00,000 for 2015/2016 

No 

An information statement containing a list of assets over a prescribed value that have been disposed of 
in terms of section 14 (2) or (4) during 2015/2016 

N/A 

Contracts agreed in 2015/2016 to which subsection (1) of section 33 apply, subject to subsection (3) of 
that section 

No 

Public-private partnership agreements referred to in section 120 made in 2015/2016 

N/A 

All quarterly reports tabled in the council in terms of section 52 (d) during 2015/2016 

No 


Table 23: Municipal Websites Information Table 


2 . 13 . PUBLIC SATISFACTION ON MUNICIPAL SERVICES 

In the financial year 2013/14, the Ugu District Municipality undertook a district-wide client satisfaction 
survey. The survey was conducted by means of a structured questionnaire completed with the assistance 
of trained locally employed interviewees from each of the local municipalities. 
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For the Vulamehlo Local Municipal Area the following results were noted: 


Subject matter of survey 

Survey results indicating satisfaction or better (%)* 

Overall satisfaction with: 


(b) Municipal Service Delivery 

74% of the respondents believe that service delivery is very poor to poor 

Satisfaction with: 


(a) Refuse Collection 

Not addressed in the survey 

(b) Road Maintenance 

Not addressed in the survey 

(c) Electricity Supply 

Not addressed in the survey 

(d) Water Supply 

67% of the respondents have rated the provision of water services as poor 

(e) Information supplied by municipality to the 
public 

Not addressed in the survey 

(f) Opportunities for consultation on municipal 
affairs 

Not addressed in the survey 


Table 24: Public Satisfaction on municipal services 
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CHAPTER 3 - SERVICE DELIVERY 

PERFORMANCE 

(PERFORMANCE REPORT PART I) 
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3. PERFORMANCE OVERVIEW 


3.1. INTRODUCTION 

The Annual Performance Report (APR) is a legislative requirement which prescribes that the report must 
be submitted to the Auditor General by the 31st August annually. The Annual Performance Report, 
amongst other documents, will form part of the consolidated Annual Report of the Municipality which 
must be submitted to Council by the end of January on an annual basis. The analysis of the Annual 
Performance Report is aimed at evaluating the quality of the actual results delivered by programmes in 
the attainment of the Municipality’s strategic objectives. 

The Performance Management function of Vulamehlo Local Municipality is performed within the Office of 
the Municipal Manager. The Performance Management unit was capacitated during the 2013/2014 
financial year by the appointment of two employees, i.e. one permanent post of Manager: Performance 
Management and one post of assistant intern. 

During the 2013/2014 financial year, the Performance Management Unit prepared a new Performance 
Management Framework and Policy, which was adopted for 2014/2015 financial year by Council on the 
30th June 2014.The Performance Management Framework and Policy review for the 2014/2015 financial 
was adopted by Council and was made available to the public through an advertisement dated 22-28 July 
2014 on the Mid Coast Rising Sun Newspaper. There was no change to the policy and adopted for the 
201 5/201 6 year. 

The Performance Audit Committee for the 2015/2016 financial year is in place and was established in 
terms of Section 14(2) (a) of the Local Government: Municipal Planning and Performance Management 
Regulations of 2001 and the members are as follows: 

External Members 

Mr. Paul Preston- Chairperson 
Ms. Chantel Elliot - Member 
Mr. ImraanLockhat - Member 
Mr. Bheki Dladla - Member 

Standard Invitees 

Mr. MH Zulu- Municipal Manager 

Mr. TS Khwela- Chief Financial Officer (CFO) 

Mr. L. Dludla - Internal Audit Appointed July 2014 

Other Invitees 

The Auditor-General 

Representatives from COGTA 

Top management of Vulamehlo Municipality 

The Performance Audit Committee has met quarterly on the following dates: 27 August 2015, 15 
December 2015, 25 January 2016 and 13 May 2016 to consider the reported annual performance 
achievements reported on the OPMS scorecard as well as the Performance Achievements reported in 
terms of the Service Delivery Budget Implementation Plan on the completed 2014/2015 financial year. 
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3.2. OVERALL PERFORMANCE OF THE MUNICIPALITY 


Out of the total of 1 1 strategic objectives contained within all 6 National KPA’s and 88 performance 
indicators with 41 units of measure in the Organizational Scorecard, 26 indicators are reported to be 
achieved targets, and 1 5 were not achieved as per the table below. 


KPA 

No. of 
Strategic 
Objectives 

No. of 
Indicators 

Achieved 

Not Achieved 

Basic Service Delivery 


26 

10 

16 

Local Economic Development 


6 

3 

3 

Good Governance & Public Participation 


15 

10 

5 

Institutional Transformation 


5 

3 

2 

Financial Management & Viability 


9 

8 

1 

TOTAL 


61 

34 

27 

% Achievement 

56% 

44% 


Table 25: Overview of National KPAs: 


The above table indicates a decline in performance from the previous financial year 
(201 4/201 5). Performance of the National KPA’s indicates that Service Delivery did not achieve many of 
their targets at rate of more than 59% followed by good governance and public participation at 18%. 
These KPA’s are amongst those that are crucial areas of performance and it is concerning to report low 
performance on both these aspects. 


Municipal Overall Performance for 2014/2015 Financial Year 

Total No. of Municipal KPI’s 

61 

Number of Achieved 

34 

56% 

Number of Not Achieved 

27 

44% 

Comment 

Poor Performance 

Action Plan 

Great improvements are required 

Measure for improvements 

Set SMART targets 


Table 26: Municipal overall performance 


The figure above indicates the total Municipal Performance in terms of Percentage Municipality has 
achieved 56% in total this indicates a decline compared to the previous financial year 2014/15 which was 
57%. This indicates that there major interventions required. Much attention is required in the KPA’s that 
have achieved below 70% An action plan needs to be developed to improve performance in these areas. 
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Annual Performance: Overall Municipality 
Performance 


■ Achieved 

■ Not Achieved 


Figurell: Overall Annual Performance 2015/2016 FY 



3.3. BASIC SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 


KPA: Basic Service Delivery and Infrastructure Development (Technical Services) 


KPA 1 

Basic Service Delivery and Infrastructure Development 

Total No. of KPI’s 

26 

Number of KPI’s Achieved 

10 

35% 

Number of KPI’s Not Achieved 

16 

62% 

Comment 

Poor performance 

Action Plan 

Strategies and Plan required for more interventions 

Measure for improvements 

Set SMART targets 


Table 27: KPI Basic Service Delivery and Infrastructure Development 


The table indicates that the Technical Services has achieved 38% in terms of implementation of the KPI’s 
and programmes for the year. It is evident from the table above that there is enormous improvement 
required in terms of this KPA as it is the core of Service Delivery. Strategies and plans should be put in 
place for the 2016/2017 financial year in order to ensure improvement. 
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Annual Performance: Basic Service Delivery and 
Infrastructure Development (2015/16) 



■ Achieved ■ Not Achieved 


Figurel 2: Technical Services Performance 2015/2016 

The municipality also made considerable achievements on projects planned for the financial year under 
review. A glimpse of progress is as depicted above. 


Highlights 

■ There are no outstanding performance highlights due to numerous failures with all capital 
projects. To address all shortfalls all projects have commenced with implementation in February 
2016. 

Challenges: 

■ The contractor for FAKAZI CRECHE / MULTIPURPOSE CENTRE project contract number 
VUL/W2/2014/1 12 namely Mlobokazi maintenance & construction was terminated due to the 
following reasons: Has abandoned the Contract, has failed to proceed with the Works with due 
diligence, and also has not executed the Works in accordance with the Contract, neglecting to 
carry out his obligations under the Contract 

■ The contract number VUL/W6/2014/1 13: Dududu to Thafeni completion of the project was 
delayed due to the comments which was received from Department of Water and Sanitation that 
Municipality need to address the Basic Assessment Report (Water Use License Application) 
regarding the proposed crossing but 80% of the work has been completed we are currently 
waiting for the General authorization to construct the crossing. 

■ Construction of Shukumisa Sports Ground was delayed because the comments from Department 
of Economic Development, Tourism and Environmental Affairs that the municipality is required to 
do a full Environmental Impact Assessment since our Sport field is greater than 1 hector. 
Application was concluded and submitted therefore the authorization was granted on 16 April 
2015. 

■ The contractor for the project MADUNDUBALA COMMUNITY HALL contract number 
VUL/W2/2014/1 1 1 namely Nelisethembiso Trading was terminated due to the following reasons: 
Has abandoned the Contract; has failed to proceed with the Works with due diligence, and also 
has not executing the Works in accordance with the Contract, neglecting to carry out his 
obligations under the Contract 
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The table below shows the planned targets and the actual targets achieved for each of the KPI’s for basic 
service delivery. 

Outcome: Improve Access to Basic Services 


Objective 
(as per 
IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

/Not 

Achieved 

Comments 

Improve 
access to 
basic 
services 
and 

community 

faciliuties 

Facilitate the 
roll-out of 
refuse 
removal 
programme 

Attend the 

roll-out 

meeting of 

refuse 

removal 

programme 

No of meetings 
attended 

N/A 

N/A 

8 

7 

Not 

Achieved 

Resolved to 
have monthly 
meetings 


Develop and 
implement 
an asset 
maintenance 
and 

rehabilitation 

plan 

Rehabilitation 

plan 

approved 

Date Adopted 

Feb-14 

0 

Jul-14 

Jul-14 

Achieved 



Rehabilitation 

plan 

implemented 

Date Implemented 

N/A 

N/A 

Dec- 14 

0 

Not 

Achieved 

We have 
appointed 
service 
providers to 
assist with the 
rehabilitation of 
access roads 
through 3 TLB’s 
and 3 Grader 



Provision for 
free basic 
service 

Provide for 
free basic 
electricity 

No of beneficiaries 

N/A 

N/A 

240 

241 

Achieved 



Distribution 
of water via 
water 
tankers 

Frequency of 
distribution in 
each ward 

No. of times water 
delivered in ward 1 

N/A 

N/A 

96 Times 

83 

Times 

Not 

Achieved 

Servicers 
handed to 

Ugu 




No. of times water 
delivered in ward 2 

N/A 

N/A 

96 Times 

95 

Times 

Not 

Achieved 

Servicers 
handed to 

Ugu 




No. of times water 
delivered in ward 4 

N/A 

N/A 

96 Times 

88 

Times 

Not 

Achieved 

Servicers 
handed to 

Ugu 




No. of times water 
delivered in ward 5 

N/A 

N/A 

96 Times 

96 

Times 

Achieved 

Servicers 
handed to 

Ugu 
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Objective 
(as per 
IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

/Not 

Achieved 

Comments 




No. of times water 
delivered in ward 6 

N/A 

N/A 

96 Times 

96 

Times 

Achieved 

Servicers 
handed to 

Ugu 




No. of times water 
delivered in ward 7 

N/A 

N/A 

96 Times 

94 

Times 

Not 

Achieved 

Servicers 
handed to 

Ugu 




No. of times water 
delivered in ward 8 

N/A 

N/A 

96 Times 

94 

Times 

Not 

Achieved 

Servicers 
handed to 

Ugu 




No. of times water 
delivered in ward 10 

N/A 

N/A 

96 Times 

88 

Times 

Not 

Achieved 

Servicers 
handed to 

Ugu 


Facilitation 
of basic 
sanitation 

Attend 

sanitation 

technical 

No of meetings 
attended 

4 

0 

4 

2 

Not 

Achieved 

Ugu to do a 
presentation 
on water and 
sanitation to 
council 


Facilitation 
of electricity 
installation 

Facilitate the 
instillation of 

new 

households 

connection 

No of households 
electrified in 
Dlangezwa/Mjunudwini 

842 

1103 

178 

200 

Not 

Achieved 

Project 
divided into 
two phases 
due to budget 
constraints 




Khakhama/Ntontonto 
and Mahlabathini 



250 

187 

Not 

Achieved 



Facilitate the 
provision of 
human 
settlement 

Facilitate 

Vulundlela 

Rural 

Housing 

Project 

No of houses built 

500 

1196 

240 

269 

Achieved 




Facilitate 
Vulamehlo 5 
& 7 Rural 
Housing 
Project 

No of houses built 



180 

0 

Not 

Achieved 

Tranch 2 
recommended 
to MEC for 
approval 



Facilitate 

Thoyane 

Rural 

Housing 

Project 

No of houses built 



180 

0 

Not 

Achieved 

Tranch 2 
recommended 
to MEC for 
approval 


Establish 
new gravel 
road 

Construction 
of new gravel 
road 

No ok KM's 
constructed for Diki 
Road 

100m 

0 

2 km 

0 

Not 

Achieved 

Contractor 
engaged via 
section 32 for 
completion in 

4 months 
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Objective 
(as per 
IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

/Not 

Achieved 

Comments 




No ok KM's 
constructed for 
Matsheketsheni 

Road 

1.2 km 

0 

3 km 

0 

Not 

Achieved 

Contractor 
engaged via 
section 32 for 
completion in 

4 months 




No ok KM's 
constructed for 
Mpulo/Rwayi Road 

N/A 

N/A 

1.5 KM 

0 

Not 

Achieved 

Project 
completed 
and contractor 
dealing with 
snags 




No ok KM's 
constructed for 
Dududu/Thafeni 

Road 

N/A 

N/A 

1.5 km 

0 

Not 

Achieved 

The project is 
80% 

complete and 
awaiting the 
water affairs 
approval to do 
a causeway 





N/A 

N/A 

1.7 km 

0 

Not 

Achieved 



Construction 
of new 
community 
facilities 

Completion of 
Dumayo Hall 

No of facilities 
constructed 

1 

0 

1 

1 

Achieved 




Completion of 
Madundubai 

Hall 

No of facilities 
constructed 

N/A 

N/A 

1 

0 

Not 

Achieved 

Anew 

contractor will 
be appointed 
using section 

32 to 

complete the 
remaining 
scope of work 



Completion of 
Qwembe i 

Hall 

No of facilities 
constructed 

N/A 

N/A 

1 

0 

Not 

Achieved 

Project is 

100% 

complete 



Completion of 

Fezeka 

creche 

No of facilities 
constructed 

N/A 

N/A 

1 

0 

Not 

Achieved 

A new 

contractor will 
be appointed 
using section 

32 to 

complete the 
remaining 
scope of work 
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Objective 
(as per 
IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

/Not 

Achieved 

Comments 


Construction 
of new 
recreational 
facilities 

Construction 

of 

Shukumisa 

Sport 

Ground 

No of facilities 
constructed 

N/A 

N/A 

1 

0 

Not 

Achieved 

There was a 
challenge with 
the E/A but 
the project 
has 

commenced 
and a 40% to 
complete. 


Table 28: Performance Indicators for Basic Service Delivery 


3.4. LOCAL ECONOMIC DEVELOPMENT 


KPA2 

Local Economic Development 


Total No. of KPI’s 

6 

Number of KPI’s Achieved 

3 

50% 

Number of KPI’S Not Achieved 

3 

50% 

Comment 

Good performance 

Action Plan 

More interventions required 

Measure for improvements 

Set SMART targets 


Table 29: Local economic development 


Annual Perdformance: Local Economic 
Development (2015/16) 



■ Achieved ■ Not Achieved 

Figure 13: Local Economic Development 2015/2016 


It is evident from the figure below that the Municipality has progress in terms of the Local Economic 
Development. However the Municipality has to introduce programmes and projects to address. 
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Highlights 

■ UGu Jazz Festival 

Vulamehlo Municipality has managed to secure two of our SMMEs an opportunity to trade at the 
UGU jazz festivals that was held at UGu Sport and Leisure on the 25th of June 2016. As it was 
the third time where Vulamehlo Local Municipality took part in the annual festival Ugu Jazz. 

• Bricklaying Training 

21 from all wards in Vulamehlo Municipality have received training in Bricklaying Course working together 
with UGu District and Tvet College. All trained student has received their certificate 

■ Agricultural Support 

Mandatory LED Unit supports communal gardens as well as co-operative within Vulamehlo; the unit has 
managed to provide agricultural support (seedlings and farming material) to 05 Co-operatives in different 
wards. 

- EPWP Project 2015/16 

The LED Units successfully implemented a new project through the Expanded Public Works 
Programme incentive grant allocated to Vulamehlo Local Municipality in the year 2015/16 
financial year. The project managed to achieve all targeted goals in terms of the approved project 
list, the project was not only successful, but it created employment opportunities and developed 
skills to the locals for 41 beneficiaries. 

■ Co-Operative /SMMES Data Collection 

The LED office successfully managed to create employment opportunities to the youth of 
Vulamehlo, as there were 17 beneficiaries from this initiative, were beneficiaries worked as field 
workers registering all existing SMMEs and Co-operatives under Vulamehlo Local Municipality 
for the database of UGu District Municipality. 

• Vulamehlo Bakery Project 

Vulamehlo Local Municipality has built two bakeries in ward 06 and ward 05 working together with 
Umnyakazo to create employment and entrepreneurship opportunities for the locals, they have received 
training in all fields required to run a business. They have secure a market with the Department of 
Education with the assistance of the Office of the Premier. 


Challenges 

■ Supply Chain Management 

SCM processes and procedures, has been one of the key challenges faced by LED. Thus 
resulting in set targets to either not be met or they are met after the set timeframe, impacting on 
performance and service delivery holistically. 

■ Shortage of Staff 

The office is working under pressure as they is a shortage of staff, with only two people. 

■ Poor Service Provided by Service Providers 

One of the challenges that the units face with regards to the poor services obtained from service 
providers who are not being reliable, they do not deliver according to the set date and 
specifications, most importantly service providers will have to be followed to complete their work 
on site, mainly we had a challenge with a service provider appointed for the Vulamathuba Food 
Gardening project as well as Isulabantu Co-operative where there were delays in delivering the 
required deliverables to the community. 
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Outcome: Community Work Programme Implemented and Cooperatives Supported 


Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 
Achieved 
/ Not 
Achieved 

Comments 

To create 
economic 
growth and 
development 

Assist co- 
ops, 

smme's, 

farmers with 

capacity 

building 

through 

trainings and 

workshops 

Provision 

of capacity 

building 

through 

training 

and 

workshops. 

Number of 

training 

workshops 

25 

75 

1 

1 

Achieved 



To create 
enabling 
environment 
for economic 
growth and 
development 

Distribution 
of seeds to 

co- 

operatives 

Number of 

co- 

operatives 

4 

4 

12 

3 

Not 

Achieved 

SCM 

challenges 
experienced, 
of which 
they have 
been 

addressed 

numerous 

times in 
rectifying the 
situation. To 
fast track 
processes to 
make a 
distribution 
on quarterly 
basis. 



Provide 

agricultural 

support 

Number of 
communal 
gardens 
supported 

4 

5 

3 

2 

Not 

Achieved 

SCM 

challenges 
experienced, 
of which 
they have 
been 

addressed 

numerous 

times in 
rectifying the 
situation. To 
fast track 
processes to 
make a 
distribution 
on quarterly 
basis. 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 
Achieved 
/ Not 
Achieved 

Comments 


Create jobs 

through 

community 

works 

programme 

and LED 

Jobs 

created 

through 

CWP 

Programme 

Number of 

jobs 

created 

1000 

1000 

5 

1045 

Achieved 




Create jobs 

through 

EPWP 

Number of 

jobs 

created 

160 

143 

180 

101 

Not 

Achieved 

The 

municipality 
has since 
managers to 
conduct 
contract 
obligations 
with EPWP 
by 

employing 
people on 
time. 



Jobs 

created 

through 

LED 

Number of 

jobs 

created 

N/A 

N/A 

5 

6 

Achieved 



Facilitating 

SMME 

support 

through 

SEDA 

Arrange 
training of 
SMME's 
with SEDA 

Number of 

training 

organised. 

3 

9 

2 

3 

Achieved 



Table 30: Performance indicators: Local Economic Development 
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3.5. MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT 


KPA 3 

Municipal Transformation and Institutional Development 

Total No. of KPI’s 

5 

Number of KPI’s Achieved 

3 

60% 

Number of KPI’s Not Achieved 

2 

40% 

Comment 

Good performance 

Action Plan 

N/A 

Measure for improvements 

Set SMART targets 


Table 31: Municipal transformation and Institutional Development 


It is evident from the figure below that the Municipality has progress in terms of the Local Economic Development. 
The most concerning challenge relating to this KPA is the issue of supply chain (the processes and the once non- 
functional unit dealing with SCM matters, where required services are either received late or not received at all. 
However, concerning as there is 83% of indicators were not achieved within this financial under review. 


Annual Performance: Municipal Transformation 
and Institutional Development (2015/16) 



■ Achieved ■ Not Achieved 


Figure 14: Municipal Transformation and Institutional Development 2015/2016 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 
Achieved 
/ Not 
Achieved 

Comments 

To ensure 
institutional 
development 
& sound 
administration 

Review of 

existing 

policies 

Review of HR 
policy 

No of 

policies 

reviewed 

4 

4 

3 

1 

Achieved 





Date 

adopted 

N/A 

N/A 

2015/02/01 

2014/09/30 

Achieved 



Increase 
competence 
levels of staff 

Conducted 
trainings for the 
staff 

No of 

trainings 

conducted 

N/A 

N/A 

1 

1 

Achieved 



Review of staff 
organogram 

Review of 

organisational 

organogram 

Date 

adopted 

2014/06/30 

2015/04/26 

2015/06/30 

2015/04/26 

Achieved 



Ensure 

functional 

OPMS is 
implemented 

Review OPMS 
framework/policy 

Date 

adopted 

2014/06/30 

2014/06/30 

2014/07/01 

2014/07/01 

Achieved 




No of reports 
submitted 
(OPMS & IPMS) 

Number 

4 

4 

4 

4 

Achieved 



Filling of critical 
posts 

No of S54/56 
posts filled 

Number 

4 

4 

4 

4 

Achieved 




Percentage of 
posts filled 

Percentage 

100% 

100% 

100% 

100% 

Achieved 




Number of 
critical posts 
filled 

Number 

4 

4 

4 

4 

Achieved 




No of 

performance 
agreements 
signed and 
aligned for filled 
S54/56 posts 

Number 

4 

4 

4 

4 

Achieved 



Implementation 
of complaints 
register 

Complaints 

register 

implemented 

Date 

implemented 

N/A 

N/A 

30-Jul-14 

1 8-Mar-1 4 

Achieved 



Implementation 
of Batho Pele 

Adopt 

communication 

framework/ 

strategy 

Date 

adopted 

30-Jul-14 

0 

01-Sep-14 

29-Apr-15 

Achieved 




Date of 

implementation 
of strategy 

Date 

implemented 

N/A 

N/A 

01-Sep-14 

29-Apr-15 

Achieved 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 
Achieved 
/ Not 
Achieved 

Comments 


Develop & 
adopt IT 
Governance 
Framework 

Develop & adopt 

IT governance 
framework 

Date 

adopted 

N/A 

N/A 

01-Sep-14 

29-Apr-15 

Achieved 



Table 32: Performance Indicators: Municipal Transformation and Institutional Development 


3.6. GOOD GOVERNANCE AND PUBLIC PARTICIPATION 


KPA 5 

Good Governance and Public Participation 

Total No. of KPI’s 

15 

Number of KPI’s Achieved 

10 

67% 

Number of KPI’s Not Achieved 

5 

33% 

Comment 

Very good performance 

Action Plan 

There is a need for Interventions to improve. 

Measure for improvements 

Set SMART targets 




Table 33: Good Governance and Public Participation 


Annual Performance: Good Governance and 
Public Participation (2015/16) 



■ Achieved ■ Not Achieved 


Figure 15: Corporate Services Performance 2015/2016 
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Challenges 

■ Corporate Services Department had challenges in executing some of the programmes that we 
have planned for, especially on the latter part of Quarter 3 and the whole of Quarter 4, some of 
the programmes had to be cancelled on a short to last minute basis which were budgeted for and 
were on the procurement plan. This is due to the challenges that were faced by the Finance 
Section during that period. We were unable to procure for most of the programmes. 

Achievements 

■ Having encountered challenges that were faced by Corporate Services, the Department 
managed to ensure that it continues to deliver where we can, part of our highlights is that during 
the 201 5/201 6 financial year we managed to deliver uniform to schools on time and we were able 
in all four quarters to deliver on all senior citizens programmes without any disturbances. We 
have also hosted Awareness Campaigns on Drugs & Substance Abuse in partnership with 
Department of Community Safety & Liaison which was a huge success. 

■ For the first time in Vulamehlo in partnership with the Department of Arts and Culture and 
Vulamehlo Traditional Leaders we had Umkhosi Wezintombi in our municipality, which was held 
at Kenterton. This was also a successful event 


Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 
Achieved 
/ Not 
Achieved 

Comments 

To promote a 
culture of 
participatory 
Development 

Ensure 

constant 

communication 

with 

community 

Conduct 

Customer 

Satisfaction 

Survey 

Number of 

survey 

conducted 

1 

0 

1 

0 

Not 

Achieved 

Budget 
provisions will 
be made in the 
adjustment 
process 



Conduct 

Mayoral 

Izimbizo 

Number of 
Mayoral 
Izimbizo 
held 

5 

10 

5 

7 

Achieved 




Conduct 

IDP/Budget 

roadshows 

Number of 
IDP/Bubget 
Roadshows 
held 

5 

5 

5 

5 

Achieved 




Publish 

Municipal 

Newsletter 

Number of 

Newsletters 

published 

1 

1 

1 

0 

Not 

Achieved 

Due to the 
ineffectiveness 
of the 

newsletter the 
municipality 
has resolved 
to use radio 
slot to make 
communities 
aware of the 
programs 


64 



Vulamehlo Local Municipality 
Draft Annual Report 
2015/2016 Financial Year 


Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

/Not 

Achieved 

Comments 

To ensure 
institutional 
development 
and sound 
administration 

Functional 

Ward 

Committee 

Structure 

Number of 

trainings 

conducted 

Number 

2 

2 

2 

1 

Not 

Achieved 

Proper 

planning, 

improve 

communication 

between 

internal 

departments to 
improve 
service 
delivery 



Number of 
meetings per 
ward 

Number 

N/A 

N/A 

120 

12 

Not 

Achieved 

To submit 
quarterly 
assessment 
reports to 
council to 
ensure that the 
speaker 
stresses the 
importance of 
community 
meetings. 


Implement a 
risk 

management 

oplan 

Number of 
assessments 
to be 

implemented 

Date of 
attending to 
risks 
identified 

Dec- 13 

Feb-14 

Jun-15 

Mar- 15 

Achieved 



Functional 

Audit 

Committees 

Audit 

committee 

meetings 

held 

Number of 
reports 
submitted to 
council 

N/A 

N/A 

4 

1 

Not 

Achieved 

The PAC has 
been informed 
numerously to 
submit council 
report and 
have 

committed to 
do so in the 
future 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

/Not 

Achieved 

Comments 



Approved 

and 

implemented 
Audit plan 

Date 

approved 

N/A 

N/A 

2015/06/30 

2014/09/29 

Achieved 





Number of 
reports 
submitted to 
Audit 

Committee 

N/A 

N/A 

4 

4 

Achieved 





Achieved 

N/A 

N/A 

100% 

100% 

Achieved 




Review Risk 
Management 
Strategy 

Date of 
adoption 

01 -Nov- 
14 

01-Feb- 

14 

01 -Feb-1 5 

0 

Not 

Achieved 

To plan with 
national 
treasury and 
adhere to set 
timeframes. 

To promote 
development 
of a safe and 

secure 

community 

Promote a 
culture that 
fights against 
drugs and 
substance 
abuse through 
awareness 

programmes. 

Number of 

awareness 

programmes 

held 

Number 

2 

1 

2 

3 

Achieved 


Date 

conducted 

Date 

01 -Dec- 
14 

01-Jun- 

14 

28-Jun-15 

28-Jun-15 

Achieved 


To promote 
human rights 
and social 
upliftment of 
vulnerable 
groups 

To allow 
access to 
education and 
youth 

development 

Assist 

learners with 
the payment 
of tertiary 
registration 
fees 

Number of 
learners 
assisted 
with 

payment of 
tertiary 
registration 
fees 

45 

39 

20 

30 

Achieved 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

/Not 

Achieved 

Comments 



Youth career 
information 

Date od 

career 

exhibition 

conducted 

01-Feb- 

14 

01 -Mar- 
14 

01 -Mar-1 5 

01-Jun-15 

Achieved 




Conduct a 
dress a child 

Number of 
dress a child 

25 

180 

180 

180 

Achieved 




campaign 

campaign 

held 










Date 

conducted 

01-Jan- 

14 

01- 

May- 14 

01-Jan-15 

01-Jan-15 

Achieved 



Develop 
programmes 
for human 
rights and 
social 

upliftment of 

vulnerable 

groups 

Conduct 
Awareness 
programmes 
on Gender 
Based 

Programmes 

Number of 
men and 

women 

forum 

coordinated 

4 

4 

4 

5 

Achieved 





Date of the 
programme 

N/A 

N/A 

4 

4 

Achieved 




Conduct 

HIV/AIDS 

Programmes 

Number of 
programmes 

4 

2 

4 

5 

Achieved 




To promote 

disability 

programmes 

Number of 
support 
programmes 
conducted 

5 

0 

2 

1 

Not 

Achieved 




To facilitate 

Number of 

5 

5 

4 

5 

Achieved 




senior 

citizens 

programmes 

programmes 
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Outcome: Deepen democracy through a re-defined ward committee model; single window of co- 
ordination 

Table 34: Outcome: Deepen democracy through a re-defined ward committee model; single window of co- 
ordination 


3.7. FINANCIAL VIABILITY AND MANAGEMENT 


KPA4: Financial Viability & Management (Finance) 


KPA4 

Financial Viability and Management 


Total No. of KPI’s 

9 

Number of KPI’s Achieved 

8 

89% 

Number of KPI’s Not Achieved 

1 

11% 

Comment 

Excellent Performance 

Action Plan 

Work towards improving the performance 

Measure for improvements 

Set SMART targets 


Table 35: Financial Viability and Management 


Annual Performance: Financial Viability and 
Management (2015/16) 



■ Achieved ■ Not Achieved 

Figure 16: Finance Department Performance 2015/2016 


Highlights 

■ We have had a consistency in reporting and adhering to MFMA legislative framework Submission 
of AFS on time i.e. Tabling of Mid-Year Budget Assessment Report, Adjusted Budget and Draft 
and Final Budget. 

■ The municipality has managed to improve the 201 3/2014 Audit Outcome. 

■ Implementation of compliant BTO structure with staff signing job descriptions. 
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Challenges 

■ Failure to collect rates debts: It has been difficult to collect money for rates since billing statement 

were not reaching ratepayers because absence postal addresses. This challenge has been 

resolved since we hired a consultant to collect addresses from ratepayers for us. We have 
started sending customer statements to new addresses and existing ones were verified for 
correctness. 

- There was delay from Council to approve compliant structure until 29 April 201 5. 

■ Operating budget and treasury office for almost a year without staff job descriptions and 
delegations due to absence of approved structure. 

■ BTO staff shortage. 

■ Strike action by BTO staff demanding formal job descriptions 

■ Strike action by BTO staff demanding payment for performing duties on proposed structure 
without compensation. 

■ Finance Interns demanding acting allowances for serving on responsible positions without 
compensation. 

■ Deviations due to poor planning: Staff resistance to participate in drafting procurement plan led to 
a number of unnecessary deviations. 


■ Suspension of the CFO 

This resulted in the delay of necessary procedures and slowing down certain processes. Thus minimizing 
good performance. 


Outcome: Improved municipal financial and administrative capability 


Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

1 Not 
Achieved 

Comments 

To improve 

1 Revenue 

Review and 

1 Date 

2014/07/01 

2014/07/01 

2015/04/01 

2015/04/01 

Achieved 



budget 

implementation 
in the 

municipality 


enhancement 
by creating 
an efficient 
billing 
system, 
improve cash 
flow bank, 
investment 
and debtors 
management 
Optimize 
expenditure 
of operational 
budget. 


adopt 

supplementary 
valuation roll 


approved 
by council 


69 



Vulamehlo Local Municipality 
Draft Annual Report 
2015/2016 Financial Year 


Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 

Achieved 

1 Not 
Achieved 

Comments 



Prepare 
reports of bank 
reconciliation 
statements 

Number of 
reports 

N/A 

N/A 

12 

12 

Achieved 




Examine 

interest on 

investment 

over total 

received 

excluding 

grants 

Percentage 

N/A 

N/A 

10% 

129% 

Achieved 




Prepare 
debtors age 
analysis report 

Number of 

reports 

prepared 

N/A 

N/A 

12 

12 

Achieved 




Turnaround 
time of 
payment of 
creditors on 
receipts of 
credible 
documents 

Time taken 

N/A 

N/A 

30 Days 

30 Days 

Achieved 




Cost coverage 
ratio 

Cost 

coverage 

ratio 

12 times 

12 times 

3 mths 

50% 

Not 

Achieved 




Recover VAT 
received from 
SARS. 

Percentage 

recovered 

N/A 

N/A 

75% 

52% 

Not 

Achieved 


To ensure a 
sound and 
effective 
financial 
management 

To align to 
national 
policies and 
budget 
guidelines 

To review and 
adopt the 
municipal 
budget 
process plan 

Date 

adopted 

2013/08/31 

2013/08/31 

2014/08/31 

2014/09/10 

Achieved 




Prepare draft 
annual budget 

Date noted 

2014/03/31 

2014/03/31 

2015/03/31 

2015/03/31 

Achieved 




To review and 
adopt the final 
annual budget 

Date 

approved 

2014/05/30 

2014/05/30 

2015/05/31 

2015/05/31 

Achieved 




To adopt 
budget 
virement 

Date 

approved 

N/A 

N/A 

2014/07/30 

2014/09/10 

Achieved 




Approve 
adjustments of 
annual budget 

Date 

approved 

28-Feb-14 

28-Feb-14 

28-Feb-15 

28-Feb-15 

Achieved 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 
Achieved 
/ Not 
Achieved 

Comments 



To fully comply 
with section 71 
ofMFMA 

Percentage 

of 

compliance 

100% 

100% 

100% 

50% 

Not 

Achieved 




To fully comply 
with section 72 
ofMFMA 

Percentage 

of 

compliance 

100% 

100% 

100% 

100% 

Achieved 




To fully comply 
with section 

52(d) of 

MFMA 

Percentage 

of 

compliance 

N/A 

N/A 

100% 

10% 

Not 

Achieved 




To submit 

2013/2014 

annual 

financial 

statements 

Date of 
submission 

31 -Aug-1 3 

31 -Aug-1 3 

31-Aug-14 

31-Aug-14 

Achieved 




Develop 

2015/1016 

procurement 

plan. 

Date 

N/A 

N/A 

2015/06/30 

0 

Not 

Achieved 



Proper 
procurement 
of goods and 
services 

Turnaround 
time output for 
quotations 
awarded 

Time taken 
to award 
quotation 

N/A 

N/A 

5 days 

50% 

Not 

Achieved 




Turnaround 
time for 
tenders 
awarded 

Time taken 
to award 
tenders. 

N/A 

N/A 

3 mths 

0 

Not 

Achieved 



Proper 
management 
of documents 
and assets 

Conduct asset 
verification 

The 

number of 
reports for 
asset 
verification 

N/A 

N/A 

4 

2 

Not 

Achieved 




Maintain fixed 
assets update 

Number of 
reports 

N/A 

N/A 

12 

6 

Not 

Achieved 




Updating of 
contract 
management 
register 

Frequency 

N/A 

N/A 

12 

6 

Not 

Achieved 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 
Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 

(actual) 

Status 
Achieved 
/ Not 
Achieved 

Comments 



Prepare 

2014/2015 

procurement 

implementation 

report 


N/A 

N/A 

100% 

10% 

Not 

Achieved 



Table 36: Outcome: Improved municipal financial and administrative capability 
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3.8 CROSS CUTTING 


KPA6: Cross-Cutting 


KPA6 

Cross Cutting 


Total No. of KPI’s 

6 

Number of KPI’s Achieved 

4 

67% 

Number of KPI’s Not Achieved 

2 

33% 

Comment 

Excellent Performance 

Action Plan 

Work towards improving the performance 

Measure for improvements 

Set SMART targets 


Table 35: Cross Cutting 


Annual Performance: Cross Cutting (2015/16) 



■ Achieved ■ Not Achieved 


Figure 16: Cross Cutting 2015/2016 


Highlights 

- The office of the Municipal Manager understands the importance of adhering to all statutory and 
legislative frameworks. It is pleasing to report that Vulamehlo has a Council Approved IDP which 
meets ALL statutory frameworks, it was reviewed in March 2014, publicized for public comments 
and later in June it was approved and also sent to the MEC for comments. Where the IDP, 
Budget and PMS Process Plan was developed as a draft and later approved by Council in 
September 2014. All PMS Mandatory guides are also adhered to in the form of compliance and 
good practice. With three section 56 Managers and one Section 54 (MM) there are Performance 
Agreements that were signed timeously and publicized for public. There is an Organizational 
scorecard and SDBIP in place to ensure effective and responsive performance towards service 
delivery. 

■ The municipality’s Auditing unit has successfully completed PMS assignments. 

■ Internal Auditing has managed to comply with auditing processes such as Charters, Audit plans 
and minimum reporting. 
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Challenges 

■ Internal Audit: 

■ Other auditing projects were not concluded on time, due to internal challenges by the municipality 
in particular SCM (tender processes). 

■ Management failing to implement recommendations 

■ Auditing unit is not fully functional, with only the Manager running the unit 

■ Planning and Development: 

■ Lack of staff component- there is only one manager performing all functions. 
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Objective 
(as per IDP) 

Strategies 
(as per IDP) 

Indicators 

Unit of 

Measure 

2013/14 

(target) 

2013/14 

(actual) 

2014/15 

(target) 

2014/15 (actual) 

Status 

Achieved / 

Not 

Achieved 

Comments 

Efficient and 

credible 

strategic and 
spatial 
municipal 
planning 

Revision of a 

credible 

intergrated 

development 

plan 

Develop IDP 

Process Plan 

2015/2016 

Date of 

adoption 

OI-Sep-14 

OI-Sep-14 

OI-Sep-14 

OI-Sep-14 

Achieved 




Conduct IDP 

Rep Forums 

N umber of 

forums 

4 

4 

4 

4 

Achieved 




Review 

2015/2016 

dealt IDP 

Date noted 

28-Mar-14 

28-Mar-14 

31 -Mar-1 5 

31 -Mar-1 5 

Achieved 




Finalise 

2015/2016 

IDP 

Date adopted 

30-Jun-14 

30-Jun-14 

30-Jun-15 

27-Jun-15 

Achieved 



Improved 

Spatial 

Development 

Framework 

planning 

Reviewed 

Spatial 

Development 

Framework 

Date adopted 

N/A 

N/A 

OI-Sep-14 

01 -Jan-1 5 

Achieved 



Facilitate the 

formalization 

of Dududu 

Township 

Establishment 

Facilitate the 

formalization 

of Dududu 

Township 

Establishment 

N umber of 

meetings 

attended with 

Cogta 

N/A 

N/A 

1 

1 

Achieved 



Establishment 

od disaster 

management 

structures and 

systems 

Review of the 

disaster 

management 

plan 

Date of 

adoption 

Nov-13 

Jun-14 

May-15 

Jan-00 

Not Achieved 


To ensure 

improved 
response to 

disasters 

Functional 

Disaster 

Management 

Centre 

Implementatio 
n plan 

Date of 

implementatio 

n 

N/A 

N/A 

May-15 

0 

Not Achieved 




Facilitate 

implementatio 

n of disaster 

programmes 

N umber of 

meetings 

attended 

N/A 

N/A 

4 

9 

Achieved 
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CHAPTER 4 - ORGANISATIONAL 
DEVELOPMENT PERFORMANCE 
(PERFORMANCE REPORT PART II) 
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COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL 


4.1. INTRODUCTION 

The Human Resources Function consists of Human Resources Management (Personnel; Job Evaluation; 
Employee Relations; Employment Equity; Skills Development; Organizational Development; 
Occupational Health and Safety) and Human Resources Development, Skills Development and 
Organizational Development. 

In order to acquire skills and the qualifications that will improve the quality of life of employees and the 
efficiency and effectiveness of the organization, the Vulamehlo Municipality, during 2013/2014, provided 
financial assistance for study to 2 employees, as part of a coordinated career development process, in 
support of the Skills Development Strategy, IDP & Sector Skills Priorities. 

A Governance Support specialist was appointed to the Municipality from COGTA to assist with the 
development and review of a number of Organisational Development related Policies. The Policies have 
been work shopped with staff, and separately with Councillors and are in various stages towards 
adoption. 

4.2. EMPLOYEE TOTALS (INCL. MANAGERS), TURNOVER AND 
VACANCIES 


The table below details the number of employees at the beginning of the year, the number of approved 
posts, the number of employees at the end of the year and the vacancy rate. 


Description 

2014/2015 

2015/2016 


No. of 
Employees 

Approved 

No. of Posts 

No. of 
Employees 

No. of 
Vacancies 

% Vacancies 

Corporate Services 

27 

31 

25 

6 

20% 

Finance 

5 

14 

5 

9 

64% 

Municipal Manager’s Office 

4 

6 

4 

2 

33% 

Technical Services 

11 

13 

11 

2 

15% 

Total 

47 

64 

45 

19 

30% 


Table 37: Number of Employees and Approved Posts 
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4.3. VACANCIES AND TURNOVER 


Turn-over Rate 

Details 

Total Appointments as of 
beginning of Financial Year 
No. 

Terminations during the 
Financial Year 

No. 

Turn-over Rate 

2015/2016 

45 

i 

45 


Table 38: Turnover Rate 


The staff turnover is not cause for concern as most have resigned for other opportunities elsewhere. 


COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE 


4.4. INTRODUCTION TO MUNICIPAL WORKFORCE MANAGEMENT 

Vulamehlo gave attention to human resource and organisational development policies, systems and 
procedures during the year. These were reviewed and/or developed with broad staff consultation and 
input prior to adoption for implementation. 


4.5. HR POLICIES AND PLANS 


Name of Policy 

Completed 

% 

Reviewed 

% 

Date adopted by council or comment 
on failure to adopt 

Affirmative Action 

N/A 

0 


Code of Conduct for employees 

100 

0 

28/06/2013 

Delegations, Authorisation & Responsibility 

20 

0 

Still in First Draft State 

Disciplinary Code and Procedures 

0 

0 

Collective Agreement is used 

Essential Services 

N/A 

0 


Employee Assistance / Wellness 

0 

0 


Employment Equity 

90 

0 

First Draft completed 

Termination and Exit Policy 

100 

0 

28/06/2013 

Grievance Procedures 

0 

0 

Collective Agreement is used 

HIV/Aids 

0 

0 


Human Resource Policy 

100 

0 


Information Technology 

0 

0 


Job Evaluation 

N/A 

N/A 


Leave 

100 

0 

28/06/2013 

Occupational Health and Safety 

0 

0 

Still in First Draft State 

S & T Policy 

100 

0 

28/06/2013 
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Name of Policy 

Completed 

% 

Reviewed 

% 

Date adopted by council or comment 
on failure to adopt 

Bereavement and Funerals Policy 

N/A 

0 


Official Working Hours and Overtime 

100 

0 

28/06/2013 

Payroll Deductions 

0 

0 


Performance Management and Development 

0 

0 


Appointment Policy 

100 

0 

28/06/2013 

Acting Policy 

100 

0 

28/06/2013 

Resettlement 

0 

0 


Sexual Harassment 

0 

0 


Skills Development 

0 

0 


Smoking 

N/A 

N/A 


Special Skills 

N/A 

N/A 


Work Organisation 

N/A 

N/A 


Uniforms and Protective Clothing 

N/A 

N/A 



Table 39: HR Policies and Plans 


4.6. WORKFORCE POLICY DEVELOPMENT: 


During the year substantial focus was given to human resource policies, systems and procedures. The 
development of such was work shopped with staff and then with councillors prior to embarking on the 
approval process. 

4.7. INJURIES, SICKNESS AND SUSPENSIONS 


Salary band 

Total sick leave 
Days 

Employees 
using sick 
leave 

No. 

Total 

employees in 
post 

No 

average sick 
leave per 
Employees 

Days 

Lower skilled (PA’s, TLB Operators, Grader 
Operators, General Workers & Drivers) 


14 

14 


Skilled (Clerks & Cashiers) 


5 

5 


Highly skilled production levels (Officers) 


9 

9 


Highly skilled supervision 


4 

4 


MM and S57 (Senior Management) 


3 

4 


Total 


35 

36 



Table 40: Number of Sick Leave Days 

Current system limitations in providing the financial values 
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4.7.1. Injury and sick leave 

The leave policy, and procedures including approval, and monitoring were reviewed and improved upon 
during the year. This was done through consultation with staff to ensure awareness, understanding and 
commitment to the policy, systems and procedures. Monitoring procedures are included in the policy. 
During the financial year no injuries on duty were reported. 

4.7.2. Suspensions and cases of financial misconduct 

Vulamehlo had no cases or suspensions related to financial misconduct. 


4.8. PERFORMANCE REWARDS 

Vulamehlo does not have a performance rewards system implemented. An attempt was made previous 
years to implement such a system; it however, did not motivate staff but rather created unnecessary 
tensions. 
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COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE 

4.9. SKILLS DEVELOPMENT AND TRAINING 


Skills Matrix 

Emplo Number of skilled employees required and actual as at 30 June 201 6 

yees in 
post as 
at 30 
June 
2015 



! 

No. 

Learnerships 

Skills programmes & 
other short courses 

Other forms of training 

Total 




Actual 

2013/ 

2014 

Actual 

2014/ 

2015 

2014/ 

2015 

Targe 

t 

Actual 

2013/ 

2014 

Actual 

2014/ 

2015 

2014/ 

2015 

Targe 

t 

Actual 

2013/ 

2043 

Actual 

2014/ 

2015 

2014/ 

2015 

Targe 

t 

Actual 

2013/20 

14 

Actual 

2014/201 

5 

2014/2015 

Target 
















MM and S57 

Female 


1 



1 



1 



1 



Male 








3 



3 



Councillors, 

senor 

officials and 
managers 

Female 








8 



8 



Male 








12 



12 




Table 41: Skills Development and Training 


Management Gender 
level 
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Financial Competency Development: Progress report 

Description 

A. 

Total number 
of officials 
employed by 
the 

Municipality 
(Regulation 
14(4)(a) and (c) 

B. 

Total number 
of officials 
employed by 
municipal 
entities 
(Regulation 
14(4)(a) and 
(C) 

Consolidated: 
Total of A and 

B 

Consolidated 
Competency 
assessments 
completed for 

A and B 
(Regulation 
14(4)(b) and (d) 

Consolidated: 
Total number of 
officials whose 
performance 
agreements 
comply with 
Regulation 16 
(Regulation 
14(4)(4)(f) 

Consolidated: 
Total number 
of officials that 
meet 

prescribed 

competency 

levels 

(Regulation 

14(4)(e) 

Financial Officials 







Accounting officer 

1 






Chief financial officer 

1 






Senior Managers 

2 






Any other Financial 
officials 







Supply Chain 
Management Officials 







Heads of supply chain 
management units 







Supply Chain 
Management Senior 
managers 







Total 







This is a statutory report under local government MFMA competency regulations (June 2007) 
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Skills Development Expenditure 


Management Level 

3 


Original Budget and Actual Expenditure on skills development 




Leamerships 

Skills programmes & 
other short courses 

Other forms of 
training 

Total 




Original 

Budget 

Actual 

Original 

budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

MM and S57 

Female 











Male 










Legislators, senior 
officials and 
managers 

Female 


45000 


45000 






Male 


225000 


225000 






Technicians and 

associate 

professionals 

Female 










Male 










Professionals 

Female 











Male 










Clerks 

Female 











Male 










Service and sales 
workers 

Female 










Male 










Plant and machine 
operators 

Female 










Male 










Elementary 

occupations 

Female 










Male 










Sub Total 












% and Rand value of Municipal salaries (Original budget) allocated for workplace skills plan 


Table 42: Skills Development Expenditure 


4 . 10 . SKILLS DEVELOPMENT AND RELATED EXPENDITURE AND ON 
THE FINANCIAL COMPETENCY REGULATIONS 

The importance of skills development in an area like Vulamehlo cannot be emphasised enough. Skills 
development should also be accompanied by business advisory services and access to finance. At the 
moment, skills development is taking place on an ad hoc basis with the district municipality co-ordinating 
various initiatives. 

Clearly there is a need for a skills development strategy. The municipality has also considered having an 
enterprise information centre but at this stage it will be difficult for the municipality to sustain it. However 
SEDA has also approached the municipality with a view to extending its services to Vulamehlo. The 
model to be adopted in going about rolling out this service is yet to be confirmed between the parties 
involved. 

The LED Plan has also identified a need for the establishment of a Training Centre and Agricultural Hub 
in order to capacitate emerging framers and get well established farmers to assist the new entrants in the 
sector. 
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COMPONENT D: MANAGING THE WORKFORCE EXPENDITURE 

4.11. EMPLOYEE EXPENDITURE 


Employee Costs 


25000 000.00 


20000 000.00 
CD 

-=5 15000 000.00 
> 

"I 10000 000.00 

OC 

5000 000.00 


2012/2013 2013/2014 2014/2015 2015/2016 

Financial Year 


Figure 17: Employee Expenditure from 2012 to 2016 



Vulamehlo has no employees whose salaries were increased due to their positions being upgraded, nor 
are there any employees whose salary levels exceed the grade determined by job evaluation, nor are 
there any employees appointed to posts not approved. All appointments are in accordance with policy 
which requires appointments to be against budgeted posts on the organogram. 


4.12. DISCLOSURES OF FINANCIAL INTERESTS 

All disclosures made by officials and councillors concerning financial interests have been recorded as per 
PM Regulations 805 and are set out in Appendix J. 
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CHAPTER 5 - FINANCIAL 
PERFORMANCE 
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5.1. INTRODUCTION 

Chapter 5 contains information regarding financial performance and highlights specific accomplishments. 
The chapter comprises of three components: 

■ Component A: Statement of Financial Performance 

■ Component B: Spending Against Capital Budget 

■ Component C: Other Financial Matters 

During the financial year the municipality used the services of the following consultants. These 
consultants have been appointed due to the lack of skills within the municipality and the specialised 
nature of the work required to be performed. 


Detailed below are the top 5 contractors utilised for capital projects: 


Name of Consultant 

Nature of Work Performed 

2014/2015 

2015/2016 

Thabimdeni Construction & Project 

cc 

Construction Shukumima Sport Ground 

4 993 913 


Dibajwe Construction cc 

Construction Dududu to Thafeni access road 

3 782 178 


Mlobokazi Maintenance & 

Construction 

Construction Fakazi Cre’che 

2 741 976 


Nelisethembiso Trading 

Construction Madundubala Community Hall 

2 640 969 























Table 43: Project managers for capital projects 


Detailed below are the top 5 consultants utilised for administrative purposes 


Name of Consultant 

Nature of Work Performed 

2014/2015 

2015/2016 

Camelsa Consulting Group (PTY) LTD 

Support of the financial system, PASTEL 

872 242 


KPMG Services (Pty) Ltd 

Valuation of fixed assets 

422 560 

422 559 

Mills Fitchet (Natal) Pty Ltd 

Valuation roll maintenance 

283 043 


Dash Solutions 

Audit/AFS 

266 240 


Access to Capital Consulting 

Review of VAT 

242 030 



Table 44: Consultants for administration 
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COMPONENT A: STATEMENTS OF FINANCIAL PERFORMANCE 

This component provides an overview of the financial performance of the municipality and focuses on the 
financial health of the municipality. 
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5.2. STATEMENTS OF FINANCIAL PERFORMANCE 


Financial Performance 




Year 2015/2016 

Year 2014/2015 

Description 


Original 

Budget 

Budget 
Adjustment 
s (i.r.o. S28 
and s31 of 
the MFMA) 

Final 

adjust 

ments 

budget 

Shifting 
of Funds 
(i.r.o s31 
of the 
MFMA) 

Virement 

(i.r.o. 

Council 

approval 

policy) 

Final 

Budget 

Actual 

Outcome 

Unauth 

orised 

expendi 

ture 

Variance 

Actual 
Outcome 
as % of 
final 
Budget 

Actual 
Outcome 
as % of 
Original 
Budget 

Reported 

unauthorised 

expenditure 

Expenditure 

authorised 

in 

terms of 
section 32 
of MFMA 

Balance 
to the 
recovered 

Restated 

Audited 

Outcome 

Property rates 

2 369 000 

2 234 000 




2 234 611 

2 419 000 









Investment revenue 

700 000 

2 060 000 




2 060 000 

2 858 000 









Transfers recognised 
- operational 

84 532 000 

82 675 000 




82 675 000 

76 849 000 









Other own revenue 

382 000 

1 107 000 




1 107 000 

1 230 000 









Total Revenue 
(excluding capital 
transfers and 
contributions) 

87 983 000 

88 076 000 




88 076 000 

83 356 000 









Employee costs 

(20 090 000) 

(19 354 000) 




(19 354 000) 

(19 686 668) 









Remuneration of 
councillors 

(6 712 000) 

(6 521 000) 




(6 521 000) 

(8 995 357) 









Debt impairment 
















Depreciation & asset 
impairment 

(11 979 000) 

(11 979 000) 




(11 979 000) 

(18 231 158) 









Finance charges 

(144 000) 

(0) 




(0) 

(116174) 









Repairs & 

Maintenance 

(7 544 439) 

(8 027 564) 




(8 027 564) 

(7 906 239) 









Materials and bulk 
purchases 

0 

0 





0 









Contracted Services 

(4 127 448) 

(5 986 381) 




(5 986 381) 

(1 096 354) 









Transfers and grants 

(5 103 000) 

(5 103 000) 




(5 103 000) 

(10 351 000) 
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_ 



Year 2015/2016 


Year 2014/2015 







Description 

Original 

Budget 

Budget 
Adjustment 
s (i.r.o. S28 
and s31 of 
the MFMA) 

Final 

adjust 

ments 

budget 

Shifting 
of Funds 
(i.r.o s31 
of the 
MFMA) 

Virement 

(i.r.o. 

Council 

approval 

policy) 

Final 

Budget 

Actual 

Outcome 

Unauth 

orised 

expendi 

ture 

Variance 

Actual 
Outcome 
as % of 
final 
Budget 

Actual 
Outcome 
as % of 
Original 
Budget 

Reported 

unauthorised 

expenditure 

Expenditure 

authorised 

in 

terms of 
section 32 
of MFMA 

Balance 
to the 
recovered 

Restated 

Audited 

Outcome 

Other expenditure 
General 

(44 365 113) 

(42 842 055) 




(42 842 055) 

(21 184171) 









Total Expenditure 

(100 066 000) 

(99 814 000) 




(99 814 000) 

(69 711 000) 









Surplus/fDeficit) 

(12 083 000) 

(11 738 000) 




(11 738 000) 

13 645 000 









Transfers 

recognised ■ capital 

39 530 000 

35 364 000 




35 364 000 

38 080 000 









Contributions 
recognised ■ capital 
& contributed assets 
















Surplus/fDeficit) 
after capital 
transfers & 
contributions 

26 477 000 

23 222 000 




23 222 000 

48 867 000 









Loss on disposal of 
assets 

0 

0 




0 

0 









Surplus/fDeficit) for 
the year 

26 477 000 

23 222 000 




23 222 000 

18 259 257 









Capital expenditure & funds sources 













Capital 

expenditure 

39 530 000 

35 364 000 




35 364 000 

38 080 000 









Transfers 
recognised ■ 
capital 

38 060 000 

34 460 000 




34 460 000 

35 222 000 









Public 

contributions & 
donations 
















Borrowing 
















Internally 
generated funds 

1 470 000 

904 000 




904 000 

2 858 000 
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Year 2015/2016 

Year 2014/2015 

Description 

Original 

Budget 

Budget 
Adjustment 
s (i.r.o. S28 
and s31 of 
the MFMA) 

Final 

adjust 

ments 

budget 

Shifting 
of Funds 
(i.r.o s31 
of the 
MFMA) 

Virement 

(i.r.o. 

Council 

approval 

policy) 

Final 

Budget 

Actual 

Outcome 

Unauth 

orised 

expendi 

ture 

Variance 

Actual 
Outcome 
as % of 
final 
Budget 

Actual 
Outcome 
as % of 
Original 
Budget 

Reported 

unauthorised 

expenditure 

Expenditure 

authorised 

in 

terms of 
section 32 
of MFMA 

Balance 
to the 
recovered 

Restated 

Audited 

Outcome 

Total sources of 
capital funds 

39 530 000 

35 364 000 




35 364 000 

38 080 000 









Cash flows 
















Net cash from 
(used) operating 

43 381 000 

45 955 000 




45 955 000 

33 470 367 









Net cash from 
(used) investing 

(23 568 000) 

(11 772 000) 




(11 772 000) 

(36 208 799) 









Net cash from 
(used) financing 

0 

(500 000) 




(500 000) 

(265 803) 









Cash/cash 
equivalents at the 
year end 

22 547 000 

10 091 000 




10 091 000 

27 024 798 










Table 45: Statements of Financial Performance 
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Financial Performance of Operational Services 


Year 2014/2015 

Year 201 5/20 16 

Year 2015/2016 Variance 

Description 

Actual 

Original 

Budget 

Adjustments 

Budget 

Actual 

Original 
Budget % 

Adjustments 
Budget % 

Operating Cost 







Water 

0 

0 


0 


0 

Waste Water (Sanitation) 

0 

0 


0 


0 

Electricity 

0 

0 


0 


0 

Waste Management 

0 

0 


0 


0 

Housing - Human 

Settlement 

0 

0 


0 


0 

Component A: sub-total 

0 

0 


0 


0 

Waste Water (Stormwater 
Drainage) 

0 

0 


0 


0 

Roads 

0 

0 


0 


0 

Transport 

0 

0 


0 


0 

Component B: sub-total 

0 

0 


0 


0 

Planning 

0 

0 


0 


0 

Local Economic 

Development 

0 

0 


0 


0 

Component B: sub-total 

0 

0 


0 


0 

Planning (Strategic & 
Regulatory) 

0 

0 


0 


0 

Local Economic 

Development 

0 

0 


0 


0 

Component C: sub-total 

0 

0 


0 


0 

Community & Social 

Services 

0 

0 


0 


0 

Environmental Protection 

0 

0 


0 


0 

Health 

0 

0 


0 


0 

Security and Safety 

0 

0 


0 


0 

Sport and Recreation 

0 

0 


0 


0 

Corporate Policy Offices 
and Other 

0 

0 


0 


0 

Component D: sub-total 

0 

0 


0 


0 

Total Expenditure 

0 

0 


0 


0 


Table 46: Financial performance of operational services 
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5.3. FINANCIAL PERFORMANCE: 

Refer to appendix E (1 ) of the AFS 

5.4. GRANTS 

The table below details the new grants budgeted for, the grants rolled over from the prior year and the 
actual spend during the year. 


Grant Performance 


Description 


Year 2014/2015 



Year 2015/2016 

Year 2015/2016 
Variance 

Original 

Budget 

Funds 

Adjustments rolled over 

Budget from prior 

0ri 9 in ^ Adjustme 

Actual D . . nts 

BUtl 9 e * Rnrinot % 


Equitable share 

48 657 000 

62 870 000 

62 870 000 


57 458 000 

91% 

91% 

Municipal Systems 

Improvement Grant 

934 000 

930 000 

930 000 


258 924 

28% 

28% 

Financial Management Grant 

1 800 000 

1 875 000 

1 875 000 


1 875 000 

100% 

100% 

Municipal Infrastructure Grant 

12 050 437 

15 000 000 

15 000 000 

3 949 563 

18 196 388 

121% 

121% 

Integrated National 

Electrification Grant 

6 667 178 







KZN Human Settlements 

328 927 







DLGTA- Anti corruption grant 

579 921 







LG Seta Grant 

31 433 





- 

- 

Extended Public Works 
Programme 

- 

1 000 000 

1 000 000 

420 079 

1 196 205 

- 

119% 

KZN Sports and Recreation 

62 200 





- 

- 

Cogta-Disaster Management 

247 950 





- 


Other transfers/grants 


41 141 700 

35 960 000 

1 406 461 

33 087 137 

80% 

92% 

Cogta LED Strategy 

113 043 





- 

- 

Municipal and Government 
Admin 

- 


- 

- 

- 

- 

- 

Total Transfers and Grants 

71 472 089 

123 092 000 

117 635 000 

5 776 103 

112 071 655 

91% 

95% 


Table 47: Grant Performance 
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There were no new grants received in the current year other than the grants from National Departments 
in accordance with DORA. 


Grants Received From Sources Other Than Division of Revenue Act (DoRA) 


Details of Donor 

Actual 

Grant 

2015/2016 

Actual 

Grant 

2015/2016 

2015/2016 

Municipal 

Contributio 

n 

Date 

Grant 

terminate 

s 

Date 

Municipal 

contributio 

n 

terminates 

Nature 

and 

benefit 

from the 

grant 

received, 

include 

descriptio 

n of any 

contributi 

ons in 

kind 








Parastatals 


0 





Municipalities 


0 





Provincial Government 

0 

0 





Foreign 

Governments/Development Aid 
Agencies 


0 





Private Sector / Organisations 


0 






Table 48: Grants Received from Sources other than Division of Revenue Act 


5.5. CONDITIONAL GRANTS AND GRANT RECEIVED FROM OTHER 
SOURCES: 

Grants received in the financial year 2014/15 but which were unspent as at 30 June 2015 was roll-over in 
the 2015/16 financial year. The net effect of receipts, expenditure and roll-overs in the financial year 
2015/2016 will be reflected as unspent Grants and disclosed under liabilities in the Financial Statements. 
The purpose for such disclosure is these grants are conditional. They were transferred to the municipality 
to be utilised for their intended purpose. If at any point these grants are not utilised they will need to be 
paid back to the Donor. The Municipality has committed the unspent portion in the 2014/15 to be utilised 
in the 2015/16 financial for these projects or expenditure: 


5.6. ASSET MANAGEMENT 

The municipality has an approved asset management policy and asset procedure manual. Detailed 
below are some of the key elements of the asset management policy. 

Asset acquisitions 

All assets to be purchased should be in terms of the approved budget by the council, and the requisition 
should be approved by the FIOD’s. 
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Asset management 

All assets must be secured, insured, verified, properly depreciated, recovered and properly recorded from 
time to time. 

Assets disposal 

All assets which are regarded as obsolete and has lost economic value to the municipality should be 
disposed in a public tender, donated, written off. 

Summary of asset management responsibilities 

The table below summarises the responsible departments, specific employee designations and 
structure’s referred to (explicitly or implied) in the various sections, who are responsible for asset 
management. 


Department 

Corporate 

Finance 

Technical 

Office of 

the MM 

HOD 

CFO 

Municipal 

Manager 

Council 

Budget process 









Acquisition of assets 









Disposal of assets 









Departmental transfers 
of assets 









Resignations ( H R) 









Identification of assets 




V 





Verification of assets 









Safekeeping of assets 









Alienation of assets 









Reporting write-offs of 
assets 









Maintenance 






V 



Private use of 
municipal assets 









Replacement norms 









Insurance of assets 









Biological assets 
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The municipality has introduced scanning devices to assist with the physical verification of the assets. All 
movable assets were physically verified for the 2015/2016 financial year 

The majority of the capital spend relates to infrastructure projects funded from conditional grants. The 5 
major infrastructure projects undertaken for the year is documented in section 5.11. Detailed below are 
the top 3 other assets purchased during the 2015/2016 financial year. 


Treatment of the three largest assets acquired year 2015/2016 


Asset 1 

Asset 2 

Asset 3 

Name 

Vehicle 

Uninterrupted Power Supply for 
the Server 

Switches for network 

Description 

Toyota Fortuner 

Surveilance Infrastructure 

VOID Solution Hardware 

Asset Type 

Motor Vehicle 

Computer Equipment 5 Years 

Computer Equipment 5 Years 

Asset Value 

398 355 

180 034 

145 850 

Capital 

Implications 

Once off purchase. Will need to 
be replaced once obsolete or 
damaged. Useful life is 5 years 

Once off purchase. Will need to 
be replaced once obsolete or 
damaged. Useful life is 5 years 

Once off purchase. Will need to 
be replaced once obsolete or 
damaged. Useful life is 5 years 

Future Purpose of 
Asset 

Used by Mayor for municipal 
business 

Support of IT infrastructure 

Support of IT infrastructure 

Policies in Place to 
Manage Asset 

Asset management policy 

Asset management policy 

Asset management policy 


Table 49: Treatment of Three Largest assets Acquired 2015/2016 


Detailed below is the expenditure incurred on repairs and maintenance. 


Repair and Maintenance Expenditure: 2015/2016 








Original 

Adjustment 

Actual 

Budget 


Budget 

Budget 


variance 

Computer Equipment/BTO 


- 



Computer Equipment/Corporate Services 

300 000 

30 000 

44130 

-14130 

Motor Vehicles/Corporate Services 

1 316 200 

50 000 

313 770 

-263 770 

Office Buildings/Technical Services 

1 000 000 

150 000 

126 955 

23 045 

Office Equipment/Corporate Services 

1 062 294 

1 062 294 

1 862 

1 060 432 

Office Furniture and Fittings/Corporate Services 

172 661 

95 322 

20 940 

74 382 

Repairing of halls 


- 



Office Equipment 

205 270 

205 270 

1 800 

203 470 

Renovation Roads 


4 120 000 

106 750 

4 013 250 

Total 

4 056 425 

5 712 886 

616 207 

5 096 679 


Table 50: Repairs and Maintenance Expenditure 2015/2016 
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5.7. FINANCIAL RATIOS BASED ON KEY PERFORMANCE 
INDICATORS 

5.7.1. Liquidity Ratio 


The table below shows the current assets and current liabilities as per the audited financial statements 
and the liquidity ratio. 



2013/2014 

2014/2015 

2015/2016 

Current Assets 

17 723 412 

32 764 911 

39 373 254 

Current Liabilities 

10 531 929 

14 071 044 

21 134 252 

Liquidity Ratio 

1 . 68:1 

2 . 32:1 

1 . 86:1 


Table 51: Liquidity Ratio 



Figure 18: Liquidity Ratio 

The liquidity ratio is calculated on the basis of current assets divided by current liabilities. The liquidity 
ratio is a measure of the ability of the municipality to utilize cash and cash equivalents to extinguish or 
retire its current liabilities immediately. Ideally the municipality should have the equivalent cash and cash 
equivalents on hand to meet at least the current liabilities, which should translate into a liquidity ratio of 
1 . Anything below 1 indicates a shortage in cash to meet creditor obligations. 

The liquidity ratio has improved from 2013/2014 to 2015/2016 due to the decrease in the unspent 
conditional grant at the year end and the decrease in the finance lease liability and no new finance 
leases or borrowings. 
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5.7.2. Outstanding Debtors to Revenue 

The table below shows the gross outstanding rates debtors and rates revenue as per the audited 
financial statements. These amounts are used to calculate the outstanding debtors to revenue ratio. 



2013/2014 

2014/2015 

2015/2016 

Gross Outstanding Service Debtors 

3 513 433 

4 223 575 

6 280 0864 

Revenue 

2 236 507 

2 234 469 

2 419 288 

Outstanding Rates Debtors to Rates Revenue 

157 % 

189 % 

260 % 


Table 52 : Outstanding Debtors to Revenue 



The outstanding service debtors to revenue ratio measures how much money is still owed by the 
community for services rendered compared to how much has been paid for these services. It is 
calculated by dividing the total outstanding debtors by the total annual revenue. A lower score is better. 

From the above graph it is clearly noted that the municipality has a problem with the payment of the 
rates debt by the communities. This ratio is growing and over 2 years of revenue is unpaid, indicating 
long outstanding debtors which will have a negative impact on the cash flow of the municipality in the 
short to medium term. 
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5.7.3. Employee costs as a % of operating revenue 



2013/2014 

2014/2015 

2015/2016 

Employee costs as a % of operating revenue 

45 

43 

30 

Employee Costs 

15 355 388 

17 654 601 

19 540 417 

Remuneration of Councillors 

6 683 911 

7 817 832 

8 809 017 

Total Employee Costs 

22 039 299 

25 472 433 

28 349 434 

Operating Revenue 

48 543 310 

59 421 652 

93 875 267 


Table 53: Employee costs and operating revenue 


Employee costs as a % of operating revenue 
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Figure 20: Employee costs to Revenue 

This ratio measures what portion of the revenue was spent on paying employee costs. It is calculated 
by dividing the total employee costs by the operating revenue, capital revenue is excluded. The 
percentage spent on employee costs has reduced as compared to the last 2 financial years. 


5.7.4. Repairs and maintenance as a% of operating expenditure 



2013/2014 

2014/2015 

2015/2016 

Repairs and maintenance as a % of operating expenditure 

1.03 

1.16 

9.30 

Repairs and maintenance 

638 584 

616 207 

7 906 239 

Operating Expenditure 

61 800 252 

53 100 949 

85 050 224 


Table 54: Repairs and maintenance and operating expenditure 
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Repairs and maintenance as a % of 
operating expenditure 
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Figure 21: Repairs and maintenance as a % of operating expenditure 
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The percentage spent on repairs and maintenance increased from the prior financial year. It is critical for 
the municipality to maintain its assets in particular the infrastructure assets. The amount spent on repairs 
and maintenance will fluctuate from year to year as this is dependent on the condition of the assets and 
the schedule of planned maintenance. 


5.7.5. Finance charges as a % of operating expenditure 



2013/2014 

2014/2015 

2015/2016 

Finance Charges as a % of operating expenditure 

0.48 

0.49 

0.12 

Interest 

299 429 

259 046 

105 949 

Operating Expenditure 

61 800 252 

53 100 949 

85 050 224 


Table 55: Finance charges and operating expenditure 
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Finance Charges as a % of operating 
expenditure 
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Figure 22: Finance charges as a % of operating expenditure 

Capital Charges to Operating Expenditure is the cost required to service external interest on borrowings. 


COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 

5.8. INTRODUCTION TO SPENDING AGAINST CAPITAL BUDGET 


Component B deals with capital spending indicating where the funding originates from and whether 
Municipality is able to spend the available funding as planned. Capital expenditure relates mainly to 
construction projects that will have value spanning over many years. Capital expenditure is funded from 
grants, borrowings and operating expenditures and surpluses. 

As per below schedule our capital expenditure was funded by Grants. The capital projects related to the 
construction of roads, bridges, skills centre, electrification and sport-grounds. 
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5.9. CAPITAL EXPENDITURE 


Operating Expenditure vs Capital 
Expenditure (2015/16) 



■ Operating 

■ Capital 


Figure 23 : Capital Expenditure 
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5 . 10 . SOURCES OF FINANCE 


Capital Expenditure - Funding Sources: 2014/2015 to 2015/2016 

2014/2015 

2015/2016 


Details 

Actual 

Original 

Budget 

(OB) 

Adjustment 

Budget 

Actual 

Adjustment 

to 

OB Variance 
(%) 

Actual 
to OB 
Varianc 

e (%) 

Source of finance 







External loans 

0.00 

0.00 

0 

0 

0 

0 

Public contributions and donations 

0.00 

0 

0 

0 

0 

0 

Grants and subsidies 

21 798 850 

38 060 000 

34 460 000 

35 222 
000 

90 % 

92 % 

Other - Internally generated 

0.00 

1 470 000 

904 000 

2 858 000 

61 . 5 % 

194 % 

Total 

21 798 850 

39 530 000 

35 364 000 

38 080 
000 

89% 

96% 








Percentage of finance 







External loans 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Public contributions and donations 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Grants and subsidies 

0.00 

96 % 

97 % 

92 % 

0.00 

0.00 

Other 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Capital expenditure 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Water and sanitation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Electricity 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Housing 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Roads and storm water 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Other 

0.00 

4 % 

3 % 

8 % 

0.00 

0.00 

Total 

0.00 

100% 

100% 

100% 

0.00 

0.00 








Percentage of expenditure 







Water and sanitation 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Electricity 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Housing 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Roads and storm water 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Other 

0.00 

100.00 

100.00 

100.00 

0.00 

0.00 


Table 56: Capital Expenditure Funding sources 2015-2016 
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5.11. CAPITAL SPENDING ON 5 LARGEST PROJECTS 


Detailed below are the 5 largest infrastructure capital projects undertaken by the municipality during the 
2015/2016 financial year. 


Capital Expenditure of 5 largest projects* 



Current: 2015/2016 


Variance: 2015/2016 

Name of Project 

Original Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Original 

Variance 

(%) 

Adjustment 

variance 

(%) 

A - Diki Road 

RO 

R 1 091 472 

R 1 667 199 

100% 

152% 

B - Mpulo and Rwayi 

R 2 885 222 

R 2 677 768 

R 2 353 206 

82% 

88% 

C - Fakazi Creche 

R 1 500 000 

R 3 016 174 

R 1 205 278 

80% 

40% 

D - Dududu and Thafeni 

R 2 000 000 

R4 084 753 

R 1 543 863 

77% 

38% 

E - Qwembe Community Hall 

R 1 300 000 

R 2 340 946 

R 1 868 624 

143% 

80% 


Table 57: Capital Expenditure 5 largest projects 


COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS 


5.12. CASH FLOW 

Importance of Cash Flow Management 

The importance of cash flow management is to ensure that there is sound financial management. 

Municipality Approach to Cash Flow Statement 
Cash Flow from Operating Activity 

Our municipality is 95% dependent on grant funding yet it is expected to full-fill the constitutional 
mandate. In addition to our financial constraints, we are performing an unfunded mandate by providing 
water services which is a district function. 

Cash Flow from Investing Activity 

The capital investment in infrastructure does not generate revenue but instead it is incurred to provide a 
service potential to the communities and to the municipality. The surplus cash is invested in bank 
deposits which are disclosed as cash and cash equivalents. 

Cash Flow from Financing Activity 

Our approach of leasing plant and vehicle was proven to be effective because it helped the municipality 
to improve cash viability. 
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Cash Flow Outcomes 

Description 

2014/2015 

2015/2016 


Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Actual 

CASH FLOW FROM OPERATING ACTIVITIES 





Receipts 





Ratepayers and other 

2 583 010 

2 234 611 

2 234 611 

3 366 828 

Government - operating 

58 420 252 

104 562 389 

106 334 389 

75 817 885 

Government - capital 

16 000 000 

36 000 000 

36 000 00 

35 222 000 

Interest 

1 523 098 

650 000 

1 200 000 

3 743 438 

Payments 





Suppliers and employees 

(44 561 612) 

(100 066 000) 

(99 814 000) 

(84 573 834) 

Finance charges 

(259 046) 

00 

00 

(105 949) 

Transfers and Grants 





NET CASH FROM/(USED) OPERATING ACTIVITIES 

33 705 702 

43 381 000 

45 955 000 

33 470 367 






CASH FLOWS FROM INVESTING ACTIVITIES 





Receipts 





Proceeds on disposal of PPE 

320 159 

0 

0 

(18 806) 

Decrease (increase) other non-current receivables 

0 

0 

0 

0 

Decrease (increase) in non-current investments 

0 

0 

0 

0 

Payments 





Purchase of intangible assets 

(5180) 

0 

0 

(3 939) 

Capital assets 

(10 754 715) 

(28 614 000) 

(11 772 000) 

(36 186 053) 

NET CASH FROM/(USED) INVESTING ACTIVITIES 

(10 439 736) 

(23 568 000) 

(11 772 000) 

(36 208 799) 






CASH FLOWS FROM FINANCING ACTIVITIES 





Receipts 





Short term loans 

00 

00 

00 

00 

Borrowing long term/refinancing 

(323 277) 

00 

(500 000) 

(265 803) 

Increase (decrease) in consumer deposits 

00 

00 

00 

00 

Payments 





Repayment of Finance Charges 





NET CASH FROM/(USED) FINANCING ACTIVITIES 

(323 277) 

00 

(500 000 

(265 803) 






NET INCREASE/ (DECREASE) IN CASH HELD 

22 943 689 

22 547 000 

10 091 000 

(3 004 235) 

Cash/cash equivalents at the year begin: 

8 773 059 

8 773 000 

8 773 000 

30 029 033 

Cash/cash equivalents at the yearend: 

31 715 748 

31 320 059 

18 864 000 

27 024 798 


Table 58: Cash Flow Outcomes 
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5 . 13 . BORROWING AND INVESTMENTS 

Borrowing 

The borrowings on the schedule below comprises of financial leases entered into to acquire plant and 
vehicle. There are no other long term borrowings. The short term borrowings consist of normal trade 
payables. 


Actual Borrowings: 2013/2014 to 2015/2016 

Instrument 

2013/2014 

2014/2015 

2015/2016 





Long-Term Loans (annuity/reducing balance) 

0.00 

0.00 

0.00 

Long-Term Loans (non-annuity) 

0.00 

0.00 

0.00 

Local registered stock 

0.00 

0.00 

0.00 

Instalment Credit 

0.00 

0.00 

0.00 

Financial Leases 

1 361 432 

1 038 155 

772 352 

PPP liabilities 

0.00 

0.00 

0.00 

Finance Granted By Cap Equipment Supplier 

0.00 

0.00 

0.00 

Marketable Bonds 

0.00 

0.00 

0.00 

Non-Marketable Bonds 

0.00 

0.00 

0.00 

Bankers Acceptances 

0.00 

0.00 

0.00 

Financial derivatives 

0.00 

0.00 

0.00 

Other Securities 

0.00 

0.00 

0.00 

Total 

1 361 432 

1 038 155 

772 352 


Table 59: Actual Borrowings: 201 3to 2015 
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1 361 432 
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Figure 24: Actual Borrowings: 2014 to 2016 
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Investments 

The surplus cash is invested in bank deposits which are disclosed as cash and cash equivalents. No 
other investments are undertaken by the municipality. 


Municipal Investments 

Instrument 

2013/2014 

2014/2015 

2015/2016 

Securities - National Government 

0.00 

0.00 

0.00 

Listed Corporate Bonds 

0.00 

0.00 

0.00 

Deposits - Bank 

8 521 750 

30 029 033 

27 024 798 

Deposits - Public Investment Commissioners 

0.00 

0.00 

0.00 

Deposits - Corporation for Public Deposits 

0.00 

0.00 

0.00 

Bankers Acceptance Certificates 

0.00 

0.00 

0.00 

Negotiable Certificates of Deposit - Banks 

0.00 

0.00 

0.00 

Guaranteed Endowment Policies (sinking) 

0.00 

0.00 

0.00 

Repurchase Agreements - Banks 

0.00 

0.00 

0.00 

Municipal Bonds 

0.00 

0.00 

0.00 

Other 

0.00 

0.00 

0.00 

Total 

8 521 750 

30 029 033 

27 024 798 


Table 60: Investments 2014 to 2016 


5.14. PUBLIC PRIVATE PARTNERSHIPS 

The municipality does not have PPP agreements, contract and projects. 
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COMPONENT D: OTHER FINANCIAL MATTERS 


5 . 15 . SUPPLY CHAIN MANAGEMENT 

On the current organisational structure there are no posts for supply chain management. However the 
finance staffs are currently performing the SCM functions. There is an SCM policy which is being 
complied with. There is currently a lack of SCM skills as well as shortage of staff and this has resulted in 
a delay in the evaluation of tenders. Deviations from The SCM policy are forwarded to Council for 
ratification. 

5 . 16 . GRAP COMPLIANCE 

The Annual Financial Statements was prepared in accordance with Generally Recognised Accounting 
Practice (GRAP) Standards issued by the Accounting Standards Board (ASB), in accordance with 
Section122 (3) of the Municipal Finance Management Act, (Act 56 of 2003). 
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CHAPTER 6 - AUDITOR GENERAL 
AUDIT FINDINGS 
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6.1. INTRODUCTION 


Refer to the Annual Financial Statements set out in Volume II and the timescale for the audit of these 
accounts and the audit of performance and the production of reports on these matters by the Auditor 
General as set out in this Chapter. 


COMPONENT A: AUDITOR-GENERAL OPINION OF FINANCIAL 
STATEMENTS 2014/2015 


Auditor-General Report on Financial Performance: 2014/2015 


Audit Report Status*: Qualified 



Basis of Qualification 



Remedial Action 
Taken 


- Expenditure : The adjustment to the expenditure figure stated at R26 527 448 in the financial 
statements could not be confirmed. 

Refer to attached 
audit action plan 

-Capital Commitments : Unable to confirm whether any adjustments to capital commitments 
stated at R52 082 489 (2014: R17 954 919) in the financial statements was necessary. 

Refer to attached 
audit action plan 

Note:*The report status is supplied by the Auditor General and ranges from unqualified (at best); to 
unqualified with other matters specified; qualified; adverse; and disclaimed (at worse) 

Auditor-General Report on Service Delivery Performance: 2014/2015 

Audit Report Status*: 


Matters raised 

Remedial Action 
Taken 

Basic service delivery and infrastructure development : 

Significantly important targets were not reliable when compared to the source information or 
evidence provided. 

This will be 
addressed in 
2015/2016 

Good governance and public participation 

Adequate and reliable corroborating evidence could not be provided for 64% of the targets to 
assess the validity, accuracy and completeness of the reported performance information. 

This will be 
addressed in 
2015/2016 


Table 61: Auditor General Report 2015/2016 
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COMPONENT B: AUDITOR-GENERAL OPINION 2015/2016 (CURRENT 
YEAR) 



Table 62: Auditor General Report 2015/2016 


Refer to Appendix T for the detailed Report of the Auditor General. 
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Report of the auditor-general to the KwaZulu-Natal 
Provincial Legislature and the council on 
Vulamehlo Municipality 


Report on the financial statements 
Introduction 

1 . I audited the financial statements of the Vulamehlo Municipality set out on pages ... to 
..., which comprise the statement of financial position as at 30 June 2016, the statement 
of financial performance, statement of changes in net assets, cash flow statement and 
the statement of comparison of budget with actual information for the year then ended, 
as well as the notes, comprising a summary of significant accounting policies and other 
explanatory information. 


Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 

56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2015 (Act No. 1 of 
2015) (DoRA), and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditor-general's responsibility 

3. My responsibility is to express an opinion on the financial statements based on my 
audit. I conducted my audit in accordance with the International Standards on Auditing. 
Those standards require that I comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 
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5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion 


Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Vulamehlo Municipality as at 30 June 2016 and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 


Emphasis of matters 

i draw attention to the matters below. My opinion is not modified in respect of these matters. 

Restatement of corresponding figures 

7 . The financial statements disclosed a restatement to the corresponding figures for 30 
June 2015 as a result of an error discovered during 30 June 2016 in the financial 
statements of the Vulamehlo Municipality at, and for the year ended, 30 June 2015. 


Subsequent event 

8. The financial statements in note 43 disclosed that the municipality was disestablished 
following the local government elections held on 3 August 2016. The area of jurisdiction, 
assets, liabilities, contracts, revenue and expenditure has been split in terms of a split 
model and incorporated Into the eThekwini Metropolitan Municipality and the Umdoni 
Local Municipality. This arose due to a redetermination of boundaries in terms of section 
21 of the Local Government: Municipal Demarcation Act of South Africa, 1998 (Act No. 
27 of 1998). Consequently, Vulamehlo Municipality ceased to exist from 10 August 2016. 


Additional matters 

9. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 


Unaudited supplementary schedules 

1 0. The supplementary information set out on pages x to x does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 

Unaudited disclosure notes 

1 1 . In terms of section 125(2)(e) of the MFMA the municipality is required to disclose 
particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the financial statements and accordingly I do not express an opinion 
thereon. 
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Report on other legal and regulatory requirements 

12. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 

(PAA) and the general notice issued in terms thereof, 1 have a responsibility to report 
findings on the reported performance information against predetermined objectives for 
selected development priorities presented in the annual performance report, compliance 
with legislation and internal control. The objective of my tests was to identify reportable 
findings as described under each subheading but not to gather evidence to express 
assurance on these matters. Accordingly, I do not express an opinion or conclusion on 
these matters. 

Predetermined objectives 

1 3. I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the basic delivery and infrastructure development, 
development priority presented in the annual performance report of the municipality for 
the year ended 30 June 2016. 

14. I evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 

1 5. I evaluated the usefulness of the reported performance information to determine 
whether it was consistent with the planned development priorities. I further performed 
tests to determine whether indicators and targets were well defined, verifiable, specific, 
measurable, time bound and relevant, as required by the National Treasury’s 
Framework for Managing Programme Performance Information. 

16. I assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and complete. 

17. I did not identify any material findings on the usefulness and reliability of the reported 
performance information for the basic service delivery and infrastructure development, 
development priority. 


Additional matters 

18. I identified no material findings on the usefulness and reliability of the reported 
performance information for the selected development priorities, however, I draw 
attention to the following matters: 


Achievement of planned targets 

19. The annual performance report on pages x to x which includes information on the 
achievement of the planned targets for the year. 


Unaudited supplementary schedules 

20. The supplementary information set out on pages x to x does not form part of the annual 
performance report and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not report thereon. 
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Compliance with legislation 


21 . I performed procedures to obtain evidence that the municipality complied with applicable 
legislation regarding financial matters, financial management and other related matters. 
My material findings on compliance with specific matters in key legislation, as set out in 
the general notice issued in terms of the PAA, are as follows: 


Annual report 


22. The 2014/15 annual report was not published for the local community to submit 

representations in connection with the annual report, as required by section 127(5){a) of 
the MFMA. 

23- The oversight report adopted by the council on the 2014/15 annual report was not made 
public, as required by section 129(3) of the MFMA. 


Procurement and contract management 

24. Contracts were awarded to providers whose tax matters had not been declared by the 
South African Revenue Service to be in order, in contravention of supply chain 
management (SCM) regulation 43. 

25. The performance of contractors or providers was not monitored on a monthly basis, as 
required by section 116(2)(b) of the MFMA. 


Expenditure management 

26. Money owed by the municipality was not always paid within 30 days, as required by 
section 65{2)(e) of the MFMA. 

27. Reasonable steps were not taken to prevent irregular expenditure, as required by section 
62(1 )(d) of the MFMA. 


Revenue management 


28. A policy was not implemented for the levying of rates on rateable property within the 
municipality, as required by section 3(1) of the Property Rates Act and section 62(1)(f)(ii) 
of the MFMA. 

Consequence management 

29. irregular expenditure and fruitless and wasteful expenditure incurred by the municipality 
was not investigated to determine if any person is liable for the expenditure, as required 
by section 32(2)(b) of the MFMA. 
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Internal control 


30. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with legislation. The matters reported below are 
limited to the significant internal control deficiencies that resulted in the findings on 
compliance with legislation included in this report. 

Leadership 

31 . The accounting officer did not exercise adequate oversight responsibility in a form of a 
compliance checklist relating to compliance with key legislation resulting in material non- 
compliance finding being reported on annual report, revenue management, supply chain 
management, expenditure management and consequence management. 

Financial management 

32. Senior management did not implement a proper record management system for the 
maintenance of documents to support financial reporting. Further, the action plan to 
address prior year audit findings was incomplete which resulted in repeat findings being 
identified during the audit. 



30 November 2016 



AUDITOR-GENERAL 

SOUTH AFRICA 


Auditing to build public confidence 
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6.2. MFMA SECTION 71 RESPONSIBILITIES 

In compliance with Section 71 of the MFMA, municipalities are required to return a series of financial 
performance data to the National Treasury at specified intervals throughout the year. 

The Chief Financial Officer herewith confirms that these data sets have been returned according to the 
reporting requirements. 


Signed (Chief Financial Officer) Dated 
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Accessibility indicators 

Explore whether the intended beneficiaries are able to access services or 
outputs. 

Accountability 

documents 

Documents used by executive authorities to give “full and regular “reports on the 
matters under their control to Parliament and provincial legislatures as prescribed by 
the Constitution. This includes plans, budgets, in-year and Annual Reports. 

Activities 

The processes or actions that use a range of inputs to produce the desired outputs and 
ultimately outcomes. In essence, activities describe "what we do”. 

Adequacy indicators 

The quantity of input or output relative to the need or demand. 

Annual Report 

A report to be prepared and submitted annually based on the regulations set out in 
Section 121 of the Municipal Finance Management Act. Such a report must include 
annual financial statements as submitted to and approved by the Auditor-General. 

Approved Budget 

The annual financial statements of a municipality as audited by the Auditor General 
and approved by council or a provincial or national executive. 

Baseline 

Current level of performance that a municipality aims to improve when setting 
performance targets. The baseline relates to the level of performance recorded in a 
year prior to the planning period. 

Basic municipal service 

A municipal service that is necessary to ensure an acceptable and reasonable quality 
of life to citizens within that particular area. If not provided it may endanger the public 
health and safety or the environment. 

Budget year 

The financial year for which an annual budget is to be approved -means a year ending 
on 30 June. 

Cost indicators 

The overall cost or expenditure of producing a specified quantity of outputs. 

Distribution indicators 

The distribution of capacity to deliver services. 

Financial Statements 

Includes at least a statement of financial position, statement of financial performance, 
cash-flow statement, notes to these statements and any other statements that may be 
prescribed. 

General Key 
performance indicators 

After consultation with MECs for local government, the Minister may prescribe general 
key performance indicators that are appropriate and applicable to local government 
generally. 

Impact 

The results of achieving specific outcomes, such as reducing poverty and creating 
jobs. 

Inputs 

All the resources that contribute to the production and delivery of outputs. Inputs are 
"what we use to do the work". They include finances, personnel, equipment and 
buildings. 

Integrated Development 
Plan (IDP) 

Set out municipal goals and development plans. 

National Key 
performance areas 

■ Service delivery & infrastructure 

■ Economic development 

■ Municipal transformation and institutional development 

■ Financial viability and management 

■ Good governance and community participation 

Outcomes 

The medium-term results for specific beneficiaries that are the consequence of 
achieving specific outputs. Outcomes should relate clearly to an institution's strategic 
goals and objectives set out in its plans. Outcomes are "what we wish to achieve". 

Outputs 

The final products, or goods and services produced for delivery. Outputs may be 
defined as "what we produce or deliver". An output is a concrete achievement (i.e. a 
product such as a passport, an action such as a presentation or immunization, or a 
service such as processing an application) that contributes to the achievement of a Key 
Result Area. 

Performance Indicator 

Indicators should be specified to measure performance in relation to input, activities, 
outputs, outcomes and impacts. An indicator is a type of information used to gauge the 
extent to 


Accessibility indicators Explore whether the intended beneficiaries are able to access services or 

outputs. 
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Accessibility indicators Explore whether the intended beneficiaries are able to access services or 

outputs. 


Accessibility indicators 

which an output has been achieved (policy developed, presentation delivered, service 
rendered) 

Performance Information 

Generic term for non-financial information about municipal services and activities. Can 
also be used interchangeably with performance measure. 

Performance Standards: 

The minimum acceptable level of performance or the level of performance that is 
generally accepted. Standards are informed by legislative requirements and service- 
level agreements. Performance standards are mutually agreed criteria to describe how 
well work must be done in terms of quantity and/or quality and timeliness, to clarify the 
outputs and related activities of a job by describing what the required result should be. 

In this EPMDS performance standards are divided into indicators and the time factor. 

Performance Targets: 

The level of performance that municipalities and its employees strive to achieve. 
Performance Targets relate to current baselines and express a specific level of 
performance that a municipality aims to achieve within a given time period. 

Service Delivery Budget 
Implementation Plan 

Detailed plan approved by the mayor for implementing the municipality’s delivery of 
services; including projections of the revenue collected and operational and capital 
expenditure by vote for each month. Service delivery targets and performance 
indicators must also be included. 

Vote: 

One of the main segments into which a budget of a municipality is divided for 
appropriation of money for the different departments or functional areas of the 
municipality. The Vote specifies the total amount that is appropriated for the purpose 
of a specific department or functional area. 

Section 1 of the MFMA defines a “vote” as: 

a) one of the main segments into which a budget of a municipality is divided for the 
appropriation of money for the different 

departments or functional areas of the municipality; and 

b) which specifies the total amount that is appropriated for the purposes of the 
department or functional area concerned 


Table 64:Glossary 
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APPENDIX A - COUNCILLORS; COMMITTEE ALLOCATION AND COUNCIL 
ATTENDANCE 


Party 

Represente 

d 

Ward 

Represent 

ed 

Council 

members 

Full 

Time/ 

Part 

Committee Allocated 

No. of Council 
meetings 
attended 

No. of apologies 
for non- 
attendance 

ANC 

PR1 - 
Councillor 

NP Mpanza 
Deputy Mayor 
(EXCO) 

FT 

Corporate Services 
Portfolio- Chairperson, 
Executive Committee 

(10) Corporate 
(09) EXCO 

(0) Corporate 
(02) EXCO 

ANC 

PR2- 

Councillor 

T Muthwa 

PT 

LED Portfolio 
Committee 

(08) 

(01) 

ANC 

PR3- 

Councillor 

DMM Hlengwa 
Speaker (Ex- 
Officio) 

FT 

LED Portfolio 
Committee & Council - 
Chairperson 

(06) 

(05) 

ANC 

PR4- 

Councillor 

Councillor W.T. 
Dube 

The Mayor 
(EXCO) 

FT 

FBM Portfolio 
Committee and 
Executive - 
Chairperson for both 

(10) FBM 

(12) EXCO 

(0) FBM 

(0)(EXCO 

ANC 

Wardl 

Councillor 

L.L. Kweyama 

PT 

FBM Portfolio 
Committee 

(09) 

(0) 

ANC 

Ward 2 

Councillor 

P. Dlamini 

PT 

Infrastructure Planning 
Portfolio Committee 

(06) 

(3) 

ANC 

Ward 3 

Councillor 

AB Ndlovu 

PT 

FBM Portfolio 
Committee 

(07) 

(3) 

NFP 

Ward 4 

Councillor 

F.B. Shezi 

PT 

Infrastructure Planning 
Portfolio Committee 

(05) 

(04) 

ANC 

Ward 5 

Councillor 

M.A. Ntombela 

PT 

Infrastructure Planning 
Portfolio Committee 

(07) 

(02) 

ANC 

Ward 6 

Councillor 

B.C. Mngadi 

PT 

Corporate Services 
Portfolio Committee 

(09) 

(01) 

ANC 

Ward 7 

Councillor 

Z. Hlongwa 

PT 

Corporate Services 
Portfolio Committee 

(09) 

(01) 

ANC 

Ward 8 

Councillor 

G.Z. Jwara 

PT 

LED Portfolio 
Committee 

(09) 

(0) 

ANC 

Ward 9 

Councillor 

M.C. Ngcobo 

PT 

Infrastructure Planning 
Portfolio Committee 

(07) 

(02) 

ANC 

Ward 10 

Councillor 

M.D. Ncwane 
(EXCO) 

PT 

Infrastructure Portfolio 
Committee, Exco 
Member 

(07)INFRASTR 

UCTURE 

(09) EXCO 

(2) 

(03) EXCO 
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Party 

Represente 

d 

Ward 

Represent 

ed 

Council 

members 

Full 

Time/ 

Part 

Committee Allocated 

No. of Council 
meetings 
attended 

No. of apologies 
for non- 
attendance 

IFP 

PR1 - 
Councillor 

Councillor 

TP Phetha- 
Mchunu 

PT 

Corporate Service 
Portfolio Committees 

(06) 

(04) 

NFP 

PR1- 

Councillor 

BC Mqadi 
(EXCO) 

FT 

LED Portfolio 
Committee - 
Chairperson, Exco 

(08) LED 

(09) EXCO 

(01) LED 

(3) EXCO 

NFP 

PR2 - 
Councillor 

NR Dlamini 

PT 

Corporate Services 
Portfolio Committee 

(09) 

(01) 

NFP 

PR3- 

Councillor 

AS Mchunu 

PT 

FBM Portfolio 
Committee 

(07) 

(03) 

NFP 

PR4 - 
Councillor 

BG Myeza 

PT 

LED Portfolio 
Committee 

(08) 

(01) 

IFP 

PR1- 

Councillor 

Duma 

PT 

FBM Portfolio 
Committee 

(09) 

(01) 


Table 65: Councillors, Committees Allocated and Council attendance 


APPENDIX B - COMMITTEES AND COMMITTEE PURPOSES 


Committees (Other than Mayoral / Executive Committee) and Purposes of Committees 

Municipal Committees 

Purpose of Committee 

Finance, Budget and Monitoring Committee 

Consider all budget, finance and related matters and make 
recommendations to Exco. 

Local Economic Development Committee 

Consider all social and economic development matters and make 
recommendations to Exco. 

Infrastructure and Planning Committee 

Consider all infrastructure and planning related matters and make 
recommendations to Exco. 

Corporate Services Committee 

Consider all organisational development, corporate and auxiliary 
related matters and make recommendations to Exco 


Table 66: Committees (Other than Mayoral / Executive Committee) 
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APPENDIX C -THIRD TIER ADMINISTRATIVE STRUCTURE 


Third Tier Structure 

Tier 1 


Directorate 

Director / Manager (State Title and Name) 

Office of the Municipal Manager 

Municipal Manager; Mr M Zulu 

Tier 2 


Finance 

Chief Financial Officer; Mr. TS. Kwela 

Administration 

General Manager Corporate Services; Z. Majola 

Technical Services 

General manager Technical Services; S. Mkhize 

Tier 3 


Office of Municipal Manager 

IDP, PMS Manager: Mrs. P. Bhengu 


Table 67: Third Tier Administrative Structure 
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APPENDIX D - FUNCTIONS OF MUNICIPALITY / ENTITY 


MUNICIPAL FUNCTIONS 

Function Applicable to 
Municipality 
(Yes / No) 

Constitution Schedule , Part 6 Functions: 


Air pollution 

No 

Building Regulations 

Yes 

Child Care facilities 

No 

Electricity and gas reticulation 

No 

Fire fighting services 

Yes 

Local tourism 

Yes 

Municipal Airports 

No 

Municipal Planning 

Yes 

Municipal Health Services 

No 

Municipal Public Transport 

No 

Municipal Public works in respect of the needs of Municipalities in the discharge of their 
responsibilities to administer functions specifically assigned to them under this 
constitution or any other law 

No 

Pontoons, ferries, jetties, piers and harbours excluding the regulation of international and 
national shipping and meters related thereto 

No 

Storm water management systems in built up areas 

No 

Trading Regulations 

No 

Water and Sanitation services limited to potable water supply and domestic, waste water 
and sewage disposal systems 

No 

Beaches and amusement facilities 

No 

Billboards and the display of advertisements in public places 

No 

Cemeteries, funeral parlours and crematoria 

No 

Cleansing 

No 

Control of Public Nuisances 

No 

Control of undertakings that sell liquor to the public 

No 

Facilities for the accommodation, care and burial of animals 

No 

Fencing and Fences 

No 

Licensing of Dogs 

No 

Licensing and control of undertakings that sell food to the public 

No 

Local amenities 

No 

Local Sports Facilities 

No 

Markets 

No 

Municipal abattoirs 

No 

Municipal parks and recreation 

No 

Municipal roads 

No 

Noise Pollution 

No 

Pounds 

No 

Public places 

No 

Refuse removal, refuse dumps and solid waste disposal 

No 

Street trading 

No 

Street lighting 

No 

Traffic and Parking 

No 




Table 68: Functions of Municipality / Entity 
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APPENDIX E - WARD REPORTING 


Ward name 
(number) 

Name of ward 
councillor and 
elected ward 
committee 
members 

Committee 

established 

(yes/no) 

Number of 
monthly 
committee 
meetings held 
during the year 
2014/15 

Is the ward 
committee 
functional? 

Number of 
quarterly public 
ward meetings 
held during the 
year 

01 

Councillor 

L.L. Kweyama 

Yes 

12 

Yes 

9 

02 

Councillor 

P. Dlamini 

Yes 

12 

Yes 

6 

03 

Councillor 

A.B. Ndlovu 

Yes 

12 

Yes 

5 

04 

Councillor 

F.B. Shezi 

Yes 

12 

Yes 

8 

05 

Councillor 

M.A. Ntombela 

Yes 

8 

Yes 

8 

06 

Councillor 

B.C. Mngadi 

Yes 

12 

Yes 

8 

07 

Councillor 

Z. Hlongwa 

Yes 

12 

Yes 

9 

08 

Councillor 

G.Z. Jwara 

Yes 

11 

Yes 

9 

09 

Councillor 

M.C. Ngcobo 

Yes 

12 

Yes 

8 

10 

Councillor 

M.D. Ncwane 
(EXCO) 

Yes 

12 

Yes 

5 

WARD NUMBER 

i 

2 

3 

4 

5 

6 

7 

8 

9 

10 

2 

0 

1 

4 


July 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

August 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

September 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

October 

X 

X 

X 

X 

X 

X 

X 

0 

X 

X 

November 

X 

X 

X 

X 

0 

X 

X 

X 

X 

X 

December 

X 

X 

X 

X 

0 

X 

X 

X 

X 

X 


2 

0 

1 

5 

January 

X 

X 

X 

X 

0 

X 

X 

X 

X 

X 

February 

X 

X 

X 

X 

0 

X 

X 

X 

X 

X 

March 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

April 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

May 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

June 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 


Table 69: Functionality of Ward Committees 
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APPENDIX F - WARD INFORMATION 


No. 

Project Name and Detail 

Total Value 

Ward 

A- 

Mistake farm access road 

R 4 453 371 


B- 

Dumayo Hall 

R 1 601 691 


C- 

Design of skills centre 

R4 209 055 


D- 

Ngwadinisportfield 

R 4 589 867 


E- 

Mfumesportfield 

R 5 274 325 



Table 70: Capital Projects 


Basic Service Provision 

Detail 

Water 

Sanitation 

Electricity 

Refuse 

Housing 

Households with Minimum Service 

Delivery 

N/a- 

function not 
done by the 
Local 

Municipality 

N/a- 

function not 
done by the 
Local 

Municipality 

N/a - function 
not done by the 
Local 

Municipality 

N/a - function 
not done by 
the Local 
Municipality 

N/a- 

function not 
done by the 
Local 

Municipality 


Table 71: Basic Service Provision 
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APPENDIX G - RECOMMENDATIONS OF THE MUNICIPAL AUDIT COMMITTEE 
2015/2016 



Municipal Audit Committee Recommenda! 

tions 

Audit 

Committee recommendations 2015-16 

Recommendation adopted (enter 

committee 

meeting 


Yes) 

2015/2016 

That the Audit Committee be provided with details 
of all contracts and awards made to suppliers for 
amounts under R200 000.00 made in 2015/2016 
Financial Year. 

No 


REPORT ON THE REVIEWED AUDIT 
COMMITTEE CHARTER FOR 201 5-2016 

THAT the Audit Committee hereby recommends the 
reviewed Audit Committee Charter for 2015-2016 
for adoption 

THAT the Internal Audit Plan be adopted and 
recommends that the External Audit Plan is sent to 
Council for approval. 

Yes 


DRAFT ANNUAL PERFORMANCE REPORT 2015 
- 2016 AND DRAFT ANNUAL REPORT 2015 - 
2016 

THAT the Draft Annual Performance report 
submitted in terms of Section 46 (2) of the Municipal 
Systems Act 2000 (Act no. 32 of 2000) be 
forwarded to the Auditor General by 31 August 201 6 
subject to the suggested amendments and changes, 
raised by the Audit Committee; 

THAT the Municipal Draft Annual Report together 
with the Draft Annual Financial Statements be 
submitted to the Auditor General before 31 August 
2016. 

Yes 


DRAFT ANNUAL FINANCIAL STATEMENTS FOR 
THE 2014/2015 FINANCIAL YEAR 

THAT the Draft Annual Statements for the 2015 / 
2016 financial year be submitted by the Accounting 
Officer of the Vulamehlo Municipality to the Office of 
the Auditor General for annual audit not later than 
31 August, 2016 subject to the input by the Audit 
Committee being addressed prior submission. 

Yes 


REPORT OF THE AUDITOR - GENERAL ON 

THE ANNUAL FINANCIAL STATEMENTS FOR 
THE YEAR ENDED 30 JUNE 2015 

THAT all items that appeared on previous 
communications by the Auditor General be included 
on the Action Plan 

Yes 
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Municipal Audit Committee Recommendal 

[ions 

Audit 

Committee recommendations 2015-16 

Recommendation adopted (enter 

committee 

meeting 


Yes) 


THAT it be noted that the shortcomings in the 
Performance Management System (PMS) be 
addressed as per the corrective measures indicated 
in the Regulations. 

No 


REPORT BY THE AUDITOR-GENERAL ON THE 
ANNUAL FINANCIAL STATEMENTS FOR THE 
YEAR ENDED 30 JUNE 2016 

THAT the Auditor General (AG) forwards the 
Dashboard reports to the members of the Audit 
Committee. 

Yes 


REPORT ON DEVIATIONS FROM SUPPLY 
CHAIN MANAGEMENT POLICY 

THAT a report on fruitless and wasteful 
expenditure be submitted to the Audit Committee 
meeting. 

No 


INTERNAL AUDIT REPORT 

THAT the findings raised in Internal Audit 
Reports be addressed as per the management 
commitments mentioned in the action plan: 

No 


INTERNAL AUDIT REPORT ON SUPPLY CHAIN 
MANAGEMENT (SCM) 

THAT the findings raised in the report be addressed 
as per the management commitments mentioned in 
the action plan: 

THAT the Audit Committee resolves to note with 
concern the issues of non-compliance on the 
performance Audit and identifies the lack of 
evident control as a risk within the municipality 
and recommends to Accounting Officer that 
proactive steps be taken concerning these risks 
and evident controls be provided in SCM. 

No 


INTERNAL AUDIT REPORT ON REVIEW OF 
PERFORMANCE MANAGEMENT SYSTEMS 

FOR QUARTER THREE 

THAT the findings raised in the report be addressed 
as per the management commitments in the action 
plan: 

No 
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APPENDIX H - LONG TERM CONTRACTS AND PUBLIC PRIVATE 
PARTNERSHIPS 


Detailed below are the largest 20 contracts of the municipality. The majority of the large value contracts 
relates to capital projects funded from conditional grants. There are no public private partnerships. 



Long Term Contracts (20 Largest Contracts Entered into during 2014/2015) 


Name of Service Provider 

Description of Services 
Rendered by the Service 
Provider 

Start Date of 
Contract 

Expiry date 
of 

Contract 

Project 

manager 

Contract 

Value 

1 

Ngeja Consulting Engineers 

Project managers 

30/09/2014 


Technical 

Services 

264 097 

2 

Minathi Consulting cc 

Project managers 

30/09/2014 


Technical 

Services 

212813 

3 

Mzansi Africa Civils 

Monitor and supervise 
road construction 

30/09/2014 


Technical 

Services 

243 433 

4 

Element Consulting Engineers 

Monitor and supervise 
road construction 

30/09/2014 


Technical 

Services 

359 307 

5 

Gendu Consulting 

Monitor and supervise 

Hall construction 

30/09/2014 


Technical 

Services 

274 198 

6 

Vumesa PTY Ltd 


30/09/2014 


Technical 

Services 

499 391 

7 

Dibajwe Construction cc 

Road construction 

04/02/2015 


Technical 

Services 

2 434 334 

8 

Mlobokazi maintenance & 
construction 

Construct new 
community facilities 

05/02/2015 


Technical 

Services 

2 741 976 

9 

Nelisethembiso Trading 

Construct new 
community facilities 

05/02/2015 


Technical 

Services 

2 640 969 

10 

Dibajwe Construction cc 

Road construction 

04/02/2015 


Technical 

Services 

3 782 1 78 

11 

Thabimdeni Construction & 
Project cc 

Construct new 
recreational facilities 

04/02/2015 


Technical 

Services 

4 993 913 

12 

Mela okuhle trading 
enterprise 

Construct new 
community facilities 

06/04/2015 


Technical 

Services 

2 128 132 

13 





Technical 

Services 


14 





Technical 

Services 


15 





Technical 

Services 


16 





Technical 

Services 


17 





Technical 

Services 


18 

KPMG 

Valuation of Assets 



Finance 

Services 


19 

Access to Capital Consulting 

Vat Audit Review Services 



Finance 

Services 


20 

Sanitech 

Cleaning & maintenance of 
toilets 



Corporate 

Services 
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Table 73: Long term contracts 


APPENDIX I - MUNICIPAL ENTITY/ SERVICE PROVIDER PERFORMANCE 
SCHEDULE 

The municipality does not have any municipal entities. 


APPENDIX J - DISCLOSURES OF FINANCIAL INTERESTS 


Disclosures of Financial Interests 

Period 1 July to 30 June of 2014/2015 

Position 

Name 

Description of Financial interests* 

(Nil / Or details) 

(Executive) Mayor 

W T Dube 

1. Kusabalele [100% ownership] 



2. Taxis [100% ownership] 

Member of Mayoral Committee / EXCO 

All members 

Nil 




Councillor 

L LKweyama 

Nil 


M C Ngcobo 

Nil 




Municipal Manager 

M H Zulu 

Shares in Telkom, Sasol, MTN 



Wavelengths 1203 cc 

Chief Financial Officer 

TS Kwhela 

Nil 

Deputy MM and Executive Directors 


Nil 

Other S57 Officials 



Corporate Services Director 

Z Majola 

Nil 

Technical Director 

G S Mkhize 

Nil 


Table 74: Disclosures of Financial Interests 


Page 123 


123 



Vulamehlo Local Municipality 
Draft Annual Report 
2015/2016 Financial Year 


APPENDIX K: REVENUE COLLECTION PERFORMANCE BY VOTE AND BY 
SOURCE 

APPENDIX K (i): REVENUE COLLECTION PERFORMANCE BY VOTE 


Revenue Collection Performance by Vote 

Vote Description 

2014/2015 

Current: 2015/2016 

2015/2016 

Variance 


Actual 

Original 

Budget 

Adjusted 

Budget 

Actual 

Original 

Budget 

Adjust 

ments 

Budget 

Municipal Property Rates 

2 234 469 

2 369 019 

2 234 469 

2 419 288 



Rental Income 

195 142 

297 029 

282 164 

282 164 



Rental Income - MTN/BTO 







Sundry Income /BTO 







Hall Hire/BTO 







Sale of Tender Documents/BTO 







Rates Clearance Certificate/BTO 







Other income-recoverable/BTO 

102 702 

85 000 

74 642 

701 020 



Gain on disposal of PPE/BTO) 







Interest receivable/BTO 

00 

00 

750 000 

885 377 



Interest received Cheque Account/BTO 

1 523 098 

700 000 

2 060 307 

2 858 060 



Total Revenue by Vote 

4 055 411 

3 451 048 

5 401 582 

7 145 909 



Variances are calculated by dividing the difference between actual and original/adjustments budget by the actual. This 

table is aligned to MBRR table A3 


Table 75: Revenue Collection: Performance by Vote 
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APPENDIX K (ii): REVENUE COLLECTION PERFORMANCE BY SOURCE 


Revenue Collection Performance by Source 

Vote Description 

2014/2015 

Current: 2015/2016 

2015/2016 Variance 



Original 

Budget 

Adjusted 

Budget 

Actual 

Original 

Budget 

Adjustme 

nts 

Budget 

Property rates 

2 234 469 

2 369 019 

2 234 469 

2 419 288 



Rentals of facilities and 
equipment 

195142 

297 029 

282 164 

282 164 



Interest earned - external 
investments 

1 523 098 

700 000 

2 060 307 

2 858 060 



Transfers recognised - 
operational 

59 477 774 

84 531 952 

82 674 418 

76 210 091 



Other revenue - Other Income 

102 702 

85 000 

824 642 

1 586 397 



Total Revenue (excluding capital 
transfers 

and contributions) 

63 553 185 

87 983 000 

88 076 000 

83 356 000 



Variances are calculated by dividing the difference between actual and original/adjustments budget by the actual. This 

table is aligned to MBRR table A3 


Table 77: Revenue Collection Performance by Source 
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APPENDIX L: CONDITIONAL GRANTS RECEIVED: 


APPENDIX L (i): CONDITIONAL GRANTS RECEIVED: INCLUDING MIG 


Details 

Budget 

Adjustments 

Budget 

Actual 

Variance 






Adjustment 

s 

Budget 

Neighbourhood Development 

- 





Other Specify: 

- 





MSIG 

934 000 

934 000 

930 000 

. 

- 

FMG 

1 875 000 

1 875 000 

1 875 000 


- 

MIG 

18 500 000 

15 000 000 

15 000 000 


- 

EPWP 

1 000 000 

1 000 000 

1 000 000 



Total 

22 309 000 

18 809 000 

18 805 000 




Table 78: Conditional Grants: including MIG 


APPENDIX L (ii): OTHER: CONDITIONAL GRANT RECEIVED BUT NOT 
GAZETTED - CONDITIONAL GRANTS EXCLUDING MIG: 


Details 

Budget 

Adjustments 

Budget 

Actual 

Variance 

Details 





Budget 

Adjustments 

Budget 

LG Seta Grant 

- 

- 




Disaster Management 

R20 million 


R20 million 

R20 million 









Table 79: Appendix: Conditional Grant Received but not Gazetted 
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APPENDIX M: CAPITAL EXPENDITURE - NEW & UPGRADE/RENEWAL 
PROGRAMMES 


APPENDIX M (i): CAPITAL EXPENDITURE - NEW ASSETS PROGRAMME 


Capital Expenditure - New Assets Programme* 


Description 

2014/2015 

Current: 2015/2016 

Planned 



Actual 

Original 

Ad 

Actual 

FY+1 

FY +2 

FY +3 

Capital expenditure bv Asset 








Infrastructure - Total 








Infrastructure: Road transport 








Roads, Pavements & Bridges 








Storm water 








Infrastructure: Electricity - 








Generation 








Transmission & Reticulation 

3,332,822 







Street Lighting 








Heritage assets - Total 








Buildings 








Other 








Investment properties - Total 








Housing development 








Other 








Other assets 

8,730,000 







General vehicles 








Specialised vehicles 








Plant & equipment 

250,000 







Computers - 








Furniture and other office 

20,000 







Other Buildings 

6,706,000 







Other Land 








Surplus Assets - (Investment or 








Other 








Computers - software & 




5180 




Other (list sub-class) 








Total Capital Expenditure on 

19,052,552 



17 525 521 




Note: Information for this table may be sourced from MBRR i 

(2009: Table SA34a) 


Table 80: Capital Expenditure: New Assets Programme 
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APPENDIX M (ii): CAPITAL EXPENDITURE - UPGRADE/RENEWAL PROGRAMME 



Capital Expenditun 

b - Upgrade/Renewal Programme 



Description 

2014/2015 

Current: 2015/2016 

Planned Capital expenditure 


Actual 

Original 

Budget 

Adjusted 

Budget 

Actual 

Expenditure 

FY+1 

FY +2 

FY +3 

Capital expenditure bv 

Asset Class 








Infrastructure ■ Total 

3,332,822 






20 022 000 

Infrastructure: Road 
transport -Total 





20 000 000 

30 000 000 

20 022 000 

Roads, Pavements & 

Bridges 









Table 81: Capital Expenditure - Upgrade / Renewal Programme 


APPENDIX N - CAPITAL PROGRAMME BY PROJECT 2015/2016 


Capital Programme by Project: 2015/2016 

Capital Project 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance 
(Act - Adj) 

% 

Variance 
(Act - OB) 

% 

Water 

Nil 

Nil 

Nil 

Nil 

Nil 

Sanitation/Sewerage 

Nil 

Nil 

Nil 

Nil 

Nil 

Electricity 

5000000 


3332822 

Nil 

1 667 178 

Housing 

Nil 

Nil 

Nil 

Nil 

Nil 

Refuse removal 

Nil 

Nil 

Nil 

Nil 

Nil 

Stormwater 

Nil 

Nil 

Nil 

Nil 

Nil 

Economic development 

Nil 

Nil 

Nil 

Nil 

Nil 

Sports, Arts & Culture 

7 505 000 

Nil 

7 505 000 

Nil 

Nil 

Environment 

Nil 

Nil 

Nil 

Nil 

Nil 

Health 

Nil 

Nil 

Nil 

Nil 

Nil 

Safety and Security 

Nil 

Nil 

Nil 

Nil 

Nil 

ICT and Other 

Nil 

Nil 

Nil 

Nil 

Nil 

Roads 

Nil 

Nil 

Nil 

Nil 

Nil 


Table 82: Capital Programme by Project 2015/2016 
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APPENDIX O - CAPITAL PROGRAMME BY PROJECT BY WARD 2015/2016 


Capital Programme by Project by Ward: 2015/2016 


Capital Project 

Ward(s) affected 

Works completed 



(Yes/No) 

Water 

Nil 


Sanitation/Sewerage 

Nil 


Electricity 

Nil 


Housing 

Nil 


Refuse removal 

Nil 


Stormwater 

Nil 


Economic development 

Nil 


Sports, Arts & Culture 

Nil 


Environment 

Nil 


Health 

Nil 


Safety and Security 

Nil 


ICT and Other 

Nil 


Roads 


No 


Table 83: Capital Programme by Project 2015/2016 


APPENDIX P - SERVICE CONNECTION BACKLOGS AT SCHOOLS AND CLINICS 


Service Backlogs: Schools and Clinics 

Establishments lacking basic services 

Water 

Sanitation 

Electricity 

Solid Waste 
Collection 

Schools (NAMES, LOCATIONS) 

n/a 

n/a 

n/a 

n/a 

Clinics (NAMES, LOCATIONS) 

n/a 

n/a 

n/a 

n/a 


Table 84: Service Backlogs: Schools and Clinics 
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APPENDIX Q - SERVICE BACKLOGS EXPERIENCED BY THE COMMUNITY WHERE 
ANOTHER SPHERE OF GOVERNMENT IS RESPONSIBLE FOR SERVICE 
PROVISION 


Service Backlogs Experienced by the Community where another Sphere of Government is the Service Provider 
(where the municipality whether or not act on agency basis) 

Services and Locations 

Scale of backlogs 

Impact of backlogs 

Clinics: 

n/a 

n/a 

Housing: 

n/a 

n/a 

Licencing and Testing Centre: 

n/a 

n/a 

Reservoirs 

n/a 

n/a 

Schools (Primary and High): 

n/a 

n/a 

Sports Fields: 

n/a 

n/a 


Table 85: Service Backlogs Experienced by the Community 


APPENDIX R - DECLARATION OF LOANS AND GRANTS MADE BY THE 
MUNICIPALITY 


Declaration of loans and grants made by the municipality 

All organisations or persons in 
receipt of loans/ grants provided 
by the municipality 

Scale of backlogs 

Nature of project 

Value 2015/2016 

Total amount 
committed over 
previous and future 
years 

Not Applicable, no loans or 
grants made 











Table 86: Declaration of Loans and Grants 
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APPENDIX S - NATIONAL AND PROVINCIAL OUTCOMES FOR LOCAL 
GOVERNMENT 


National and Provincial Outcomes for Local Government 

Outcome / Output 

Progress to date 

Number or percentage Achieved 

Basic Service Delivery 

Refer to Chapter 3 - Service Delivery 
Performance Report 

57% 

Local Economic Development 

Refer to Chapter 3 - Service Delivery 
Performance Report 

56% 

Good Governance & Public Participation 

Refer to Chapter 3 - Service Delivery 
Performance Report 

76% 

Institutional Transformation 

Refer to Chapter 3 - Service Delivery 
Performance Report 

87% 

Financial Management & Viability 

Refer to Chapter 3 - Service Delivery 
Performance Report 

94% 


Table 87: National and Provincial Outcomes for Local Government 
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AUDITOR-GENERAL 
SOUTH AFRICA 


Auditor-General of South Africa 

Vulamehlo Municipality - Audit 
report 1 0 August 20 1 6 


133 


Report of the auditor-general to the KwaZulu-Natal 
Provincial Legislature and the council on Vulamehlo 
Municipality 

Report on the financial statements 
Introduction 

1 . I audited the financial statements of the Vulamehlo Municipality set out on pages ... to 
. . ., which comprise the statement of financial position as at 10 August 2016, the 
statement of financial performance, statement of changes in net assets, cash flow 
statement and the statement of comparison of budget with actual information for the 
period ended, as well as the notes, comprising a summary of significant accounting 
policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 

56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2015 (Act No. 1 of 
201 5) (DoRA), and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditor-general’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my 
audit. I conducted my audit in accordance with the International Standards on Auditing. 
Those standards require that I comply with ethical requirements, and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence ahout the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 


l 


Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Vulamehlo Municipality as at 10 August 2016 and its financial 
performance and cash flows for the period ended, in accordance with the SA Standards 
of GRAP and the requirements of the MFMA and DoRA. 

Emphasis of matter 

7. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Subsequent event 

8. The financial statements in note 43 disclosed that the municipality was disestablished 
following the local government elections held on 3 August 2016. The area of jurisdiction, 
assets, liabilities, contracts, revenue and expenditure has been split in terms of a split 
model and incorporated into the eThekwini Metropolitan Municipality and the Umdoni 
Local Municipality. This arose due to a redetermination of boundaries in terms of section 
21 of the Local Government: Municipal Demarcation Act of South Africa, 1998 (Act No. 
27 of 1998). Consequently, Vulamehlo Municipality ceased to exist from 10 August 2016. 

Additional matters 

9. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Unaudited supplementary schedules 

1 0. The supplementary information set out on pages x to x does not form part of the financial 
statements and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express an opinion thereon. 

Unaudited disclosure notes 

1 1 . In terms of section 125(2)(e) of the MFMA the municipality is required to disclose 
particulars of non-compliance with the MFMA. This disclosure requirement did not form 
part of the audit of the financial statements and accordingly I do not express an opinion 
thereon. 


Report on other legal and regulatory requirements 

12. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 26 of 2004) (PAA) 
and the general notice issued in terms thereof, I have a responsibility to report findings 
on the reported performance information against predetermined objectives for selected 
development priorities presented in the performance report, compliance with legislation 
and internal control. The objective of my tests was to identify reportable findings as 
described under each subheading but not to gather evidence to express assurance on 
these matters. Accordingly, I do not express an opinion or conclusion on these matters. 


2 


Predetermined objectives 


13. 1 was unable to report on the usefulness and reliability of the reported performance 
information, as the performance report of the municipality was not prepared as required 
by section 46 of the Municipal Systems Act (MSA) and section 121(3)(c) of the MFMA. 

Compliance with legislation 

14. I performed procedures to obtain evidence that the municipality complied with applicable 
legislation regarding financial matters, financial management and other related matters. 
My material findings on compliance with specific matters in key legislation, as set out in 
the general notice issued in terms of the PAA, are as follows: 

Financial statements 

15. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. Material 
misstatements of commitments identified by the auditors in the submitted financial 
statements were subsequently corrected, resulting in the financial statements receiving 
an unqualified audit opinion. 

Internal control 

16. 1 considered internal control relevant to my audit of the financial statements, performance 
report and compliance with legislation. The matters reported below are limited to the 
significant internal control deficiencies that resulted in the findings on the annual 
performance report and compliance with legislation included in this report. 
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Financial management 

17. The accounting officer did not exercise adequate oversight responsibility in a form of a 
compliance checklist relating to compliance with key legislation resulting in material non- 
compliance being reported on the financial statements and also due to the annual 
performance report not being prepared and submitted for audit. 

f{ad\ \o< -Qz'fS&raL' 

Pietermaritzburg 

10 January 2017 



AUDITOR-GENERAL 
SOUTH AFRICA 


Auditing to build public confidence 
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APPENDIX U - AUDIT ACTION PLAN 


The table below summarises the audit findings and the action plans to address these issues. 

VULAMEHLO LOCAL 
MUNICIPALITY 

ACTION PLAN FOR ADDRESSING 2015/2016 AUDIT QUERIES 
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Vuiamehlo Local Municipality Annual Financial Statements 
for the year ended 30 June 2016 

Auditor General (South Africa) 



Annual Financial Statements 


for 


Vulamehlo Municipality 


for the year ended 30 June: 2016 

Province: 

AFS rounding: 


KwaZulu Natal 


R (i.e. only cents) 


Contact Information: 


Name of Municipal Manager: 

Msizi Zulu 




Name of Chief Financial Officer: 

George Oldman (Acting) 


Contact telephone number: 

082 -571 2163 

Contact e-mail address: 

aeorae.oldman@qmail.com 


Name of contact at provincial 
treasury: 

Thandeka Hlengwa 

Contact telephone number: 

033-8974355 



Contact e-mail address: 

Thandeka. Hienqwa@kzntreasurv.qov.za 


Name of relevant Auditor: 

Indhren Perumaul 

Contact telephone number: 

033-2647400 
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indhren@aqsa.co.za 




Name of contact at National 
Treasury : 

Ayanda Lekopa 
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for the year ended 30 June 2016 


Approval of annual financial statements 


I am responsible for the preparation of these annual financial statements, which are set out on pages x to x, in terms of Section 
126(1) of the Municipal Finance Management Act and which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors, loans made to Councillors, if any, and payments made to 
Councillors for loss of office, if any, as disclosed in note 23 of these annual financial statements are within the upper limits of the 
framework envisaged in Section 219 of the Constitution, read with the Remuneration of Public Officer Bearers Act and the Minister 
of Provincial and Local Government's determination in accordance with this Act. 


Municipal Manager: MR M H ZULU 
31/08/2016 
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Vulamehlo Municipality 
Statement of Financial Position 

as at 30 June 2016 

Note 


ASSETS 

Current assets 

Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Trade and other receivables from non-exchange transactions 
Value Added Tax receivable 

Non-current assets 

Non-current receivables from exchange transactions 
Property, plant and equipment 
Intangible assets 
Investment property 

Total assets 

LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
Value Added Tax payable 
Current provisions 

Current portion of unspent conditional grants and receipts 
Current portion of finance lease liability 

Non-current liabilities 
Non-current finance lease liability 
Provision for future long service bonus 


Total liabilities 
Net assets 

NET ASSETS 

Revaluation Reserve 
Accumulated surplus / (deficit) 

Total net assets 


2 

4 

5 
11 


9 

10 

11 

12 

13 

15 


15 

38 


2016 

R 


189 , 212,812 


21 , 670,721 


167 , 542,091 


847,297 

166,694,796 


167 , 542,093 


Restated 

2015 

R 



165 , 509,571 



16 , 910,641 


148 , 598,930 


163,391 

148,435,539 


148 , 598,930 
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Vulamehlo Municipality 
Statement of Financial Performance 

for the year ending 30 June 2016 
Note 


Restated 

2015 

R 


REVENUE 

Revenue from exchange transactions 
Rental of facilities and equipment 
Interest earned - external investments 
Interest earned - outstanding receivables 
Other income from exchange transactions 

Revenue from non-exchange transactions 
Property rates 

Government grants and subsidies 

Total revenue 

EXPENDITURE 

Employee related costs 
Remuneration of councillors 
Bad debts 

Depreciation and amortisation expense 

Repairs and maintenance 

Finance costs 

Contracted services 

Grants and subsidies paid 

General expenses 

Total expenditure 

Gain / (loss) on sale of assets 

Surplus / (deficit) for the period before tax 

Surplus / (deficit) for the period 


4 , 883,250 

282,164 

3,014,689 

885,377 

701,020 


1 , 820,943 

195,142 

1,523,098 

102,702 


73 , 706,558 


16 

2,419,288 

2,234,469 

20 

112,598,420 

71,472,089 



119 , 900,958 

75 , 527,501 

22 

19,686,668 

17,654,602 

23 

8,995,357 

7,817,832 


1,116,378 

761,050 

24 

18,231,158 

11,515,639 


7,906,239 

616,207 

25 

116,174 

259,046 

26 

1,096,354 

692,889 

27 

23,290,394 

8,139,761 

28 

21,184,171 

17,694,361 


101 , 622,895 

65 , 151,386 

29 

(18,806) 

(325,883) 


- 18 , 259,257 

10 , 050,232 


18 , 259,257 

10 , 050,232 
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Vufamehlo Municipality 

Statement of Changes in Net Assets 

as at 30 June 2016 


Revaluation 

Reserve 

Total: Reserves 

Accumulated 

Surplus/(Deficit) 

Total: Net 

Assets 

Note 

R 

R 

R 

R 

Balance at 30 June 2014 

Correction of prior period error 33 

Restated balance 

Surplus / (deficit) for the period 

Balance at 30 June 201 5 

Correction of prior period ercor 

Restated balance 

Surplus / (deficit) on revaluation of property of property, plant and equipment 

Surplus / (defid t) for the period 

Balance at 30 June 2016 

163,391 

163,391 

132,232,911 

177,754 

132,396,302 

177,754 

163,391 

163,391 

132,410,665 

10,050,232 

132,574,056 

10,050,232 

163,391 

163,391 

142,460,897 

142,624,288 

1 63,391 

163,391 

5,974,642 

148,435,539 

5,974,642 

148,598,930 

683,906 

683,906 

18,259,257 

683,906 

18,259,257 

847,297 

847,297 

166,694,796 

167,542,093 
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Vulamehlo Municipality 
Cash Flow Statement 

as at 30 June 2016 

Note 2016 

R 


Restated 

2015 

R 


CASH FLOWS FROM OPERATING ACTIVITIES 


Receipts 


Payments 


116,607,669 78,526,360 


Grants 

112,272,579 


74,420,252 

interest received 

3,900,066 


1,523,098 

Other receipts 

435,024 


2,583,010 


(85,350,305) 

(44,826,851) 

Employee costs 

(27,852,923) 


(25,005,060) 

Suppliers 

(49,137,766) 


(27,679,205) 

Interest paid 

(116,174) 


(259,046) 

Movement in VAT 

(8,243,442) 


8,116,460 


Net cash flows from operating activities 


31 31,257,364 


33,699,509 


CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of fixed assets (PPE) 

Proceeds from sale of fixed assets 
Purchase of intangibles 
Decrease/(lncrease) in Loans and receivables 
Movement 

Net cash flows from investing activities 


(35,624,740) 


(10,754,246) 

- 


325,883 

(64,000) 


(5,180) 



“ 


(35,688,740) (10,433,543) 


CASH FLOWS FROM FINANCING ACTIVITIES 

Repayment of finance lease liability 

Net cash flows from financing activities 


(251,937) 


(323,277) 


(251,937) 


(323,277) 


Net increase / (decrease) in cash and cash equivalents 
Net cash and cash equivalents at beginning of period 

Net cash and cash equivalents at end of period 


(4,683,313) 

31,715,748 

32 27,032,435 


22,942,689 

8,773,059 

31,715,748 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 


1 ACCOUNTING POLICIES 

S 

1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

These annua! financial statements have been prepared in accordance with Generally Recognised 
Accounting Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 
122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statements are set 
out below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or 
permitted by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial 
statements, unless explicitly stated. The details of any changes in accounting policies are explained in 
the relevant policy. 

PRESENTATION CURRENCY 

These annua! financial statements are presented in South African Rand, which is the functional currency 
of the municipality. 

GOING CONCERN ASSUMPTION 

Th e se annual financial statements have been prepared on the assumption that the municipality will J 

continue to operate as a going concern for the foreseeable future 

Significant judgements and sources of estimation uncertainty 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts presented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the annual financial statements. Significant judgements include: 

Significant judgements and sources of estimation uncertainty for Trade receivables and/or loans and receivables 
The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting 
period. In determining whether an impairment loss should be recorded in surplus or deficit, the municipality makes 
judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash flows 
from a financial asset. 

Fair value estimation 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair 
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash 
flows at the current market interest rate that is available to the municipality for similar financial instruments. 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of 
value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and 
assumptions. 

The municipality reviews and tests the carrying value of assets when events or changes in circumstances suggest that 
the carrying amount may not be recoverable. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional 
disclosure of these estimates of provisions are included in note 12 - Provisions. 

Useful lives of Infrastructure^ 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 

The municipality's management determines the estimated useful lives and related depreciation charges for the 
infrastructure and other assets. This estimate is based on industry norm, anagement will increase the depreciation 
charge where useful lives are less than previously estimated useful lives. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised and included in surplus and deficit when there is objective evidence of 
impairment. An estimate is made for doubtful debt based on past default experience of all outstanding amounts at year 
end. Bad debts are written off the year in which they are identified as irrecoverable. Amounts receivable within12 months 
from the date of reporting are classified as current. 

Government accounts are not provided for as such accounts are regarded as receivable 

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets carried 
amortised cost with the exception of consumer debtors, where the carrying amount is reduced through the use of an 
allowance account. When a consumer debtor is considered in collectible, it is written off against the allowance account. 
Subsequent recoveries of amounts previously written off are credited against revenue. Changes in the carrying amount of 
the allowance account are recognised in the Statement of Financial Performance. 

Property, plant and equipment 

The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes are 
recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment of 
whether there is an indication of possible impairment is done at each reporting date. Where the carrying amount of an 
item of property, plant and equipment is greater than the estimated recoverable amount (or recoverable service amount), 
it is written down immediately to its recoverable amount (or recoverable service amount) and an impairment loss is 
charged to the Statement of Financial Performance. 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the year ending 30 June 2016 
COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 and 24, has been provided in an annexure to these financial statements 
and forms part of the audited annual financial statements. 

When the presentation or classification of items in the annual financial statements is amended, prior period comparative 
amounts are restated. The nature and reason for the reclassification is disclosed. Where accounting errors have been 
identified in the current year, the correction is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. Where there has been a change in accounting policy in the current year, the 
adjustment is made retrospectively as far as is practicable, and the prior year comparatives are restated accordingly. 


STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been adopted early by the 
municipality: 

GRAP 105-Transfer of function between entities under common control 
GRAP 106-Transfer of function between entities not under common control 

GRAP 107-Mergers 

GRAP 32 - Sen/ice concession arrangements 
GRAP 108 - Statutory receivables 

I GRAP 17- Services concession arrangements where a grantor controls a significant 
residual interest in asset 

Nature of impending changes in accounting policy: 

imoact on the municioalitv's financial statements once implemented: . 4 

Management has considered all of the above-mentioned GRAP standards issued but not yet effective and anticipates 

that the adoption of these standards will not have a significant impact on the financial position, financial performance or 
cash flows of the municipality " 

1.2 PROPERTY, PLANT AND EQUIPMENT 
INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used 
during more than one year. Items of property, plant and equipment are initially recognised as assets when: 

- * it is probable that future economic benefits or service potetional associated with the item will flow to the entity; and - 

• the cost of the item can be measured reliably. 
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Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 

When significant components of an item of property, plant and equipment have different useful lives, they 
are accounted for as separate items (major components) of property, plant and equipment. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the municipality 
expects to use them during more than one period. Similarly, if the major spare parts and servicing 
equipment can be used only in connection with an item of property, plant and equipment, they are 
accounted for as property, plant and equipment. 

INITIAL MEASUREMENT 

Items of property, plant and equipment are initially measured at cost at the acquisition date. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to 
bring the asset to the location and condition necessary for it to be capable of operating in the manner 
intended by the municipality. Trade discounts and rebates are deducted in arriving at the cost. The cost 
also includes the necessary costs of dismantling and removing the asset and restoring the site on which it 
is located. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets, the asset acquired is initially 
measured at fair value (the cost), if the acquired item's fair value was not determinable, it s deemed cost is 
the carrying amount of the asset(s) given up. 

SUBSEQUENT EXPENDITURE 

Where the entity replaces parts of an asset, it derecognises the part of the asset being replaced and 

capitalises the new component. 

Subsequent expenditure including major spare parts and servicing equipment qualify as property, plant and 
equipment if the recognition criteria are met. 


SUBSEQUENT MEASUREMENT 

An increase in the carrying amount of an asset as a result of a revaluation is credited directly to a 
revaluation surplus reserve, except to the extent that it reverses a revaluation decrease of the same asset 
previously recognised in surplus or deficit. 

A decrease in the carrying amount of an asset as a result of a revaluation is recognised in surplus or 
deficit, except to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 
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for the year ending 30 June 2016 


Subsequent to initial recognition, items of property, plant and equipment are measured at cost less 
accumulated depreciation and impairment losses. 

Subsequent to initial recognition, certain classes of property, plant and equipment are measured using the 
revaluation model. Application of the revaluation mode! results in carrying classes of property, plant and 
equipment at re-valued amounts. Depreciation for these classes of property, plant and equipment is 
adjusted proportionately for the revaluation increases and decreases upon revaluation of the items of 
property, plant and equipment. 

Revaluation increases / decreases are recognised in the revaluation reserve within the Statement of 
Changes in Net Assets. Where the revaluation model is applied, it is done so consistently for the entire 
class of assets. The following classes of property, plant and equipment are measured using the revaluation 
model: 

Asset Classes: 

Community assets 

DEPRECIATION 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated 
useful lives of the assets, with the exception of community assets. Community assets are depreciated 
based on the revalued amounts over the revised life. The depreciable amount is determined after taking 
into account an asset, s residual value, where applicable. Components of assets that are significant in 
relation to the whole asset and that have different useful lives are depreciated separately. The annual 
depreciation rates are based on the following estimated average asset lives: 


Infrastructure 


Other 


Roads and Paving 

10-30 years 

Motor vehicles 

5-7 years 



Furniture aha fittings 

3 to 10 years 

Community . 


Plant and Machinery 

10 years 

Buildings 

30 years 

Office equipment 

3 to 7 years 

Sports Grounds 

20 years 

Computer equipment 

3 to 5 years 

Halls 

30 years 



Skills Centres 

30 years 



Creches 

9 years 



Market stalls 

30 years 



Other assets 

20 years 



Water tanks 

1 0 years 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 


Finance lease assets 

Motor vehicle 5 years 

The residual value, the useful life of an asset and the depreciation method is reviewed annually and any 
changes are recognised as a change in accounting estimate in the Statement of Financial Performance. 

IMPAIRMENT 

Refer to accounting policy number 1.16 

DERECOGNITION 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are 
no further economic benefits or service potential expected from the use of the asset. 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is 
determined as the difference between the sales proceeds and the carrying value and is recognised in the 
Statement of Financial Performance. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 


1.3 INTANGIBLE ASSETS 
INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include 
computer software, licences, and development costs. The municipality recognises an intangible asset in 
its Statement of Financial Position only when it is probable that the expected future economic benefits or 
service potential that are attributable to the asset will flow to the municipality and the cost or fair value of 
the asset can be measured reliably. 


Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. 
Research expenditure is never capitalised, while development expenditure is only capitalised to the extent 
that: 

♦ the municipality intends to complete the intangible asset for use or sale; 

♦ it is technically feasible to complete the intangible asset; 

♦ the municipality has the resources to complete the project; 

♦ it is probable that the municipality will receive future economic benefits or service potential; and 

♦ the municipality has the ability to measure reliably the expenditure during development. 


Intangible assets are initially recognised at cost. 




vvnere an iniangiDie asset is acquiieu uy ttib inuii icipcwiy iui i iu ui i ioi mi i<ai ooi isiugi ouui r y;c. a nui r- 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 


Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value 
(the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount 
of the asset(s) given up. 

SUBEQUENT MEASUREMENT 

Intangible assets are subsequently carried at cost less accumulated amortisation and impairments. The 
cost of an intangible asset is amortised over the useful life where that useful life is finite. Where the useful 
life is indefinite, the asset is not amortised but is subject to an annual impairment test. 


Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, 
either individually or at the cash generating unit level. The assessment of indefinite life is reviewed 
annually to determine whether the indefinite life assumption continues to be supportable, if not, the 
change in useful life from indefinite to finite is made on a prospective basis. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 


Following initial recognition of the development expenditure as an asset, the cost model is applied 
requiring the asset to be carried at cost less any accumulated amortisation and accumulated impairment 
losses. Amortisation of the asset begins when development is complete and the asset is available for 
use. It is amortised over the period of expected future benefit. Amortisation is recorded in Statement of 
Financial Performance in the expense category consistent with the function of the intangible asset. During 
the period of development, the asset is tested for impairment annually. 

AMORTISATION 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated 
useful lives using the straight line method. The annual amortisation rates are based on the following 
estimated average asset lives: 

Computer software 3-5 years 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are 
reviewed at each reporting date and any changes are recognised as a change in accounting estimate in 
the Statement of Financial Performance. 

IMPAIRMENT 

Refer to accounting policy number 1.16 

DERECOGNITION 

- Intangible assets are derecognised when the asset is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal 
or retirement of an intangible asset is determined as the difference between the sales proceeds and the 
carrying value and is recognised in the Statement of Financial Performance. 


INVESTMENT PROPERTY 
INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both land or buildings 
held under a finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet 
service delivery objectives, the production or supply of goods or services, or the sale of an asset in the 
ordinary course of operations. 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 

Investment Property is initially recognised when future economic benefits or service potential are probable 
and the cost or fair value can be determined reliably. 

At initial recognition, the municipality measures investment property at cost including transaction costs 
once it meets the definition of investment property. However, where an investment property was acquired 
through a non-exchange transaction (i.e. where it acquired the investment property for no or a nominal 
value), its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 


Transfers are made to or from investment property only when there is a change in use. For a transfer from 
investment property to owner occupied property (property, plant and equipment), the deemed cost for 
subsequent accounting is the fair value at the date of change in use. If owner occupied property becomes 
an investment property, the entity accounts for such property in accordance with the policy stated under 
property, plant and equipment up to the date of change in use. 


SUBSEQUENT MEASUREMENT 

Investment property is measured using the fair value model. Under the fair value model, investment 
property is carried at its fair value at the reporting date. The assumptions for determining the fair value of 
the Investment property is set out in note 8 of the Financial Statements. 

Any gain or loss arising from a change in the fair value of the property is included in surplus or deficit for 
the period in which it arises. 

DERECOGNITION 

Investment property is derecognised when there is a disposal or no future economic benefits or service 
potential are to be derived from the property. 

All gains or losses, which result from the derecognition, are recognised in the Statement of Financial 
Performance. 
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1.5 FINANCIAL INSTRUMENTS 
INITIAL RECOGNITION 

The entity recognises a financial asset or a financial liability in its Statement of Financial Position when, 
and only when, the entity becomes a party to the contractual provisions of the instrument. This is achieved 
through the application of trade date accounting. 

Upon initial recognition the entity classifies financial instruments or their component parts as a financial 
liabilities, financial assets or residual interests in conformity with the substance of the contractual 
arrangement and to the extent that the instrument satisfies the definitions of a financial liability, a financial 
asset or a residual interest. 

INITIAL MEASUREMENT 

When a financial instrument is recognised, the entity measures it initially at its fair value plus, in the case 
of a financial asset or a financial liability not subsequently measured at fair value, transaction costs that 
are directly attributable to the acquisition or issue of the financial asset or financial liability. 

SUBSEQUENT MEASUREMENT 

Subsequent to initial recognition, financial assets and financial liabilities are measured at fair value, 
amortised cost or cost. 

All financial assets and financial liabilities are measured after initial recognition using the following 
categories: 

INVESTMENTS AT AMORTISED COSTS 


Investments, which include fixed deposits and short-term deposits invested in registered 
commercial banks , are categorised as financial instruments at amortised cost and are subsequently 
measured at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, which is 
recognised as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount 
is charged or credited to the Statement of Financial Performance. 

INVESTMENT AT FAIR VALUE 

Investments, which represent investments in residual interest for which fair value can be measured 
reliably, are subsequently measured at fair value. 

Gains and losses in the fair value of such investments are recognised in the Statement of Financial 
Performance. 


Page 21 


155 



Vulamehlo Municipality 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

for the year ending 30 June 2016 


INVESTMENT AT COST 

Investments at cost, which represent investments in residual interest for which there is no quoted market 
price and for which fair value cannot be measured reliably, are subsequently measured at cost. 


TRADE AND OTHER RECEIVABLES 

Trade and other receivables are initially recognised at fair value plus transaction costs that are directly 
attributable to the acquisition and subsequently stated at amortised cost, less provision for impairment. All 
trade and other receivables are assessed at least annually for possible impairment. Impairments of trade 
and other receivables are determined in accordance with the accounting policy for impairments. 
Impairment adjustments are made through the use of an allowance account. Refer to Note 1,16 


Bad debts are written off in the year in which they are identified as irrecoverable. Amounts receivable 
within 12 months from the reporting date are classified as current. Interest is charged on overdue 
accounts. 

TRADE PAYABLES AND BORROWINGS 


Trade payables are initially measured at fair value plus transaction costs that are directly attributable to 
the acquisition and are subsequently measured at amortised cost using the effective interest rate method. 

CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash 
equivalents are short-term highly liquid investments, readily convertible into known amounts of cash, that 
are held with registered banking institutions with maturities of three months or less and are subject to an 
insignificant risk of change in value. For the purposes of the cash flow statement, cash and cash 
equivalents comprise cash on hand, deposits heid on caii wiiri banks, net uf bank overdrafts. The 
municipality categorises cash and cash equivalents as current assets. 


Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are 
expensed as incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: 
other financial liabilities carried at amortised cost. 


IMPAIRMENT OF FINANCIAL ASSETS 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. The entity 
assesses at the end of each reporting period whether there is any objective evidence that a financial 
asset or group of financial assets is impaired. 
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IMPAIRMENT FOR FINANCIAL ASSETS HELD AT AMORTISED COST 


The entity first assesses whether objective evidence of impairment exists individually for financial assets that are 
individually significant and individually or collectively for financial assets that are not individually significant. If the entity 
determines that no objective evidence of impairment exists for an individually assessed financial asset, whether 
significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and collectively 
assesses them for impairment. Assets that are individually assessed for impairment and for which an impairment loss is 
or continues to be recognised are not included in the collective assessment of impairment 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, 
the amount of the loss is measured as the difference between the asset's carrying amount and the present value of 
estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial 
asset's original effective interest rate (i.e. the effective interest rate computed at initial recognition). The carrying amount 
of the asset is reduced through the use of an allowance account. The amount of the loss is recognised in surplus or 
deficit. 

if, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to 
an event occurring after the impairment was recognised (such as an improvement in the debtor's credit rating), the 
previously recognised impairment loss shall be reversed either directly or by adjusting an allowance account. The 
reversal shall not result in a carrying amount of the financial asset that exceeds what the amortised cost would have 
been had the impairment not been recognised at the date the impairment is reversed. The amount of the reversal is 
recognised in surplus or deficit. 

IMPAIRMENT OF FINANCIAL ASSETS HELD AT COST 


If there is objective evidence that an impairment loss has been incurred on an investment in a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the impairment loss is 
measured as the difference between the carrying amount of the financial asset and the present value of estimated future 
cash flows discounted at the current market rate of return for a similar financial asset. Such impairment losses are not 
reversed. 


A financial asset is derecognised only when: 

• the contractual rights to the cash flows from the financial asset expire, are settled or 
waived; 

• the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; 


• the entity, despite having retained some significant risks and rewards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its entirety 
to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose additional 
restrictions on the transfer. 


A financial liability is derecognised when the obligation is extinguished. Exchanges of debt instruments between a 
borrower and a lender are treated as the extinguishment of an existing liability and the recognition of a new financial 
liability. Where the terms of an existing financial liability are modified, it is also treated as the extinguishment of an 
existing liability and the recognition of a new liability. 
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1 .6 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of 
an allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a 
grant that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 


1 .7 IRREGULAR EXPENDITURE 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of 
the Municipality’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1 .8 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable 
care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1.9 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the provision can be made. 

Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. Where the effect is material, 
non-current provisions are discounted to their present value using a pre-tax discount rate that reflects the market's 
current assessment of the- time value of money, adjusted for risks specific to the liability. 


The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless the 
possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is disclosed where an 
Inflow of economic benefits is probable. 


Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision where 
there is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not taken into 
account in measuring a provision. Provisions are not recognised for future operating losses. The present obligation under 
an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of 
a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: 

- the business or part of a business concerned; 

- the principal locations affected; 

- the location, function, and approximate number of-employees who will be compensated for terminating ; 

- when the plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to 
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implement that plan or announcing its main features to those affected by it. 

1.10 BUDGET INFORMATION 

The annual budget figures have been presented in accordance with the GRAP reporting framework. A 
separate statement of comparison of budget and actual amounts, which forms part of the annual financial 
statements has been prepared. The comparison of budget and actual amount will be presented on the 
same accounting basis, same classification basis and for the same entity and period as for the approved . 
budget. The budget of the municipality is taken for a stakeholder consultative process and upon approval 
the approved budget'is made publicly available 

Material differences in terms of the basis, timing or entity have been disclosed in the notes to the annual 
financial statements. 

The most recent approved budget by Council is the final budget for the purpose of comparison with the 
actual amounts. 

1.11 LEASES 
MUNICIPALITY AS LESSEE 
RECOGNITION 

Leases are classified as finance leases where substantially all the risks and rewards associated with 
ownership of an asset are transferred to the entity through the lease agreement. Assets subject to finance 
leases are recognised in the Statement of Financial Position at the inception of the lease, as is the 
corresponding finance lease liability. 

Assets subject to operating leases, i.e. those leases where substantially all of the risks and rewards of 
ownership are not transferred to the lessee through the lease, are not recognised in the Statement of 
f inancial Position. The operating lease expense is recognised over the course of the lease arrangement. 


The determination of whether an arrangement is, or contains, a lease is based on the substance of the 
arrangement at inception date; namely whether fulfilment of the arrangement is dependent on the use of a. 
specific asset or assets or the arrangement conveys a right to use the asset. 

MEASUREMENT 

Assets subject to a finance lease, as recognised in the Statement of Financial Position, are measured (at 
initial recognition) at the lower of the fair value of the assets and the present value of the future minimum 
lease payments. Subsequent to initial recognition these capitalised assets are depreciated over the 
contract term. 


The finance lease liability recognised at initial recognition is measured at the present value of the future 
minimum lease payments. Subsequent to initial recognition this liability is carried at amortised cost, with 
the lease payments being set off against the capital and accrued interest. The allocation of the lease 
payments between the capital and interest portion of the liability is effected through the application of the 
effective interest method. 

The finance charges resulting from the finance lease are expensed, through the Statement of Financial 
Performance, as they accrue. The finance cost accrual is determined using the effective interest method. 
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The lease expense recognised for operating leases is charged to the Statement of Financial Performance 
on a straight-line basis over the term of the relevant lease. To the extent that the straight-lined lease 
payments differ from the actual lease payments the difference is recognised in the Statement of Financial 
Position as either lease payments in advance (operating lease asset) or lease payments payable 
(operating lease liability) as the case may be. This resulting asset and / or liability is measured as the 
undiscounted difference between the straight-line lease payments and the contractual lease payments. 

DERECOGNITION 

The finance lease liabilities are derecognised when the entity’s obligation to settle the liability is 
extinguished. The assets capitalised under the finance lease are derecognised when the entity no longer 
expects any economic benefits or service potential to flow from the asset. 

The operating lease liability is derecognised when the entity’s obligation to settle the liability is 
extinguished. The operating lease asset is derecognised when the entity no longer anticipates economic 
benefits to flow from the asset. 

MUNICIPALITY AS LESSOR 
RECOGNITION 

For those leases that meet the definition of a finance lease, where the entity is the lessor, the entity 
derecognises the asset subject to the lease at the inception of the lease. Along with the derecognition of 
the asset the entity recognises a finance lease receivable. Finance lease income is allocated to between 
the finance lease receivable and finance income using the effective interest rate method and the resulting 
finance income is recognised in the Statement of Financial Performance as it accrues. 


For those leases classified as operating leases the asset subject to the lease is not derecognised and no 
lease receivable is recognised at the inception of the lease. Lease payments received under an operating 
lease are recognised as income, in the Statement of Financial Performance, in the period that the income 
accrues. 

The determination of whether an arrangement is, or contains, a lease is based on the substance of the 
arrangement at inception date; namely, whether fulfilment of the arrangement is dependent on the use of 
a specific asset or assets or the arrangement conveys a right to use the asset. 


MEASUREMENT 

Finance lease receivables are recognised at an amount equal to the entity’s net investment in the lease. 
This net investment in the lease is calculated as the sum of the minimum future lease payments and 
unguaranteed residual value discounted over the lease term at the rate implicit in the lease. 

Rental Income from operating leases is recognised on a straight-line basis over the term of the relevant 
lease. The difference between the straight-lined lease payments and the contractual lease payments are 
recognised as either an operating lease asset or operating lease liability. An operating lease liability is 
raised to the extent that lease payments are received in advance (i.e. the straight-line lease payments are 
more than the contractual lease payments). The operating lease asset and / or operating lease liability are 
measured as the undiscounted difference between the straight-line lease receipts and the contractual 
lease receipts. 
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DERECOGNITION 

Finance lease receivables are derecognised when the entity’s right to the underlying cash flows expire or when the entity 
no longer expects economic benefits to flow from the finance lease receivable. 

Operating lease liabilities are derecognised when the entity’s obligation to provide economic benefits or service potential 
under the lease agreement expires. Operating lease assets are derecognised when the entity’s right to the underlying 
cash flows expire or the entity no longer expects economic benefits to flow from the operating lease asset. 

1.12 REVENUE 

REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrues to the entity directly in return for services rendered 
or goods sold, the value of which approximates the consideration received or receivable, excluding indirect taxes, 
rebates and discounts. 

RECOGNITION 

Revenue from exchange transactions is only recognised once all of the following criteria have been satisfied: 

a) The entity retains neither continuing managerial involvement to the degree usually associated with ownership nor 
effective control over the goods sold; 

b) The amount of revenue can be measured reliably; and 

c) It is probable that the economic benefits or service potential associated with the transaction will flow to the entity and 
the costs incurred or to be incurred in respect of the transaction can be measured reliably. 

Revenue arising out of situations where the entity acts as an agent on behalf of another entity (the principal) is limited to 
the amount of any fee or commission payable to the entity as compensation for executing the agreed services. 


ifltnovr 


Revenue from exchange transactions is measured at the fair value of the consideration received or receivable taking into 
account the amount of any trade discounts and volume rebates allowed by the entity. 

Interest revenue is recognised on a time proportion basis. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease 
agreement. 


Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 


Revenue from the sale of goods is recognised when substantially all the risks and rewards in those goods is passed to 
the consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another entity (the principal) is 
limited to the amount of any fee or commission payable to the municipality as compensation for executing the agreed 
services. 
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EXPENDITURE FROM EXCHANGE TRANSACTIONS 

Expenditure arising from exchange-transactions is similar to the policy for exchange revenue. 

REVENUE FROM NON-EXCHANGE TRANSACTIONS 

RECOGNITION 

Revenue from non-exchange transaction arises when the entity either receives value from another entity 
without directly giving approximately equal value in exchange or gives value to another entity without 
directly receiving approximately equal value in exchange. 

Revenue from non-exchange transactions is generally recognised to the extent that the related receipt or 
receivable qualifies for recognition as an asset and there is no liability to repay the amount. 

Grants, transfers and donations received or receivable are recognised when the resources that have been 
transferred meet the criteria for recognition as an asset and there is not a corresponding liability in respect 
of related conditions. 

MEASUREMENT 

An asset that is recognised as a result of a non-exchange transaction is recognised at its fair value at the 
date of the transfer. Consequently, revenue arising from a non-exchange transaction is measured at the 
fair value of the asset received, less the amount of any liabilities that are also recognised due to 
conditions that must still be satisfied. 

Where there are conditions attached to a grant, transfer or donation that gave rise to a liability at initial 
recognition, that liability is transferred to revenue as and when the conditions attached to the grant are 
met. 

Grants without any conditions attached are recognised as revenue in full when the asset is recognised, at 
an amount equalling the fair value of the asset received. 

Interest earned on the investment is treated in accordance with grant conditions. If it is payable to the 
funder it is recorded as part of the creditor. 


Donations and Contributions 

Grants, transfers and donations received or receivable are recognised when the resources that have been 
transferred meet the criteria for recognition as an asset. A corresponding liability is raised to the extent 
that the grant, transfer or donation is conditional. The liability is transferred to revenue as and when the 
conditions attached to the grant are met. Grants without any conditions attached are recognised as 
revenue when the asset is recognised. 

EXPENDITURE RELATING TO NON-EXCHANGE TRANSACTIONS 

Expenditure arising from non-exchange transactions is similar to policy for non-exchange revenue. 
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1.13 RETIREMENT BENEFITS 

SHORT TERM EMPLOYEE BENEFITS 

Short term employee benefits encompasses ali those benefits that become payable in the short term, i.e. 
within a financial year or within 12 months after the financial year. Therefore, short term employee benefits 
include remuneration, compensated absences and bonuses. 

Short term employee benefits are recognised in the Statement of Financial Performance as services are 
rendered, except for non-accumulating benefits, which are recognised when the specific event occurs. 
These short term employee benefits are measured at their undiscounted costs in the period the employee 
renders the related service or the specific event occurs. 

1.14 POST-EMPLOYMENT BENEFITS 

The entity provides post-employment benefits for its officials. These benefits are provided as either 
defined contribution plans or defined benefit plans. The entity identifies as defined contribution 
plans any post-employment plan in terms of which it has no obligation to make further contributions to the 
plan over and above the monthly contributions payable on behalf of employees (for example in the event 
of a funding shortfall). Any other plans are considered to be defined benefit plans. 

Contributions made towards the fund are recognised as an expense in the Statement of Financial 
Performance in the period that such contributions become payable. This contribution expense is 
measured at the undiscounted amount of the contribution paid or payable to the fund. A liability is 
recognised to the extent that any of the contributions have not yet been paid. Conversely an asset is 
recognised to the extent that any contributions have been paid in advance. 

The defined benefit asset or obligation recognised is recognised as the net difference between the value 
of the plan assets and plan liabilities and also taking past service cost into consideration (further detail is 
available in Note 38 ) “Post-employment benefits” 


Plan assets included in the defined benefit plan asset or liability recognised are measured at their fair 
values. Fair value is based on market price information and in the case of quoted securities is the 
published bid price. The value of any defined benefit asset recognised is limited to the sum of any past 
service costs and actuarial gains and losses not yet recognised and the present value of any economic 
benefits available in the form of refunds from the plan or reductions in the future contributions to the plan. 

The plan liabilities are measured at the present value of the future benefits payable. This present value of 
the plan liabilities is determined through actuarial valuation techniques. 

The entity operates two defined benefit pension plans, all of which require contributions to be made to 
separately administered funds. The cost of providing benefits under the defined benefit plans is 
determined separately for each plan, using the projected unit credit method. Actuarial valuations are 
conducted on an annua! basis by independent actuaries for each plan. 

Actuarial gains and losses are recognised in full in the Statement of Financial Performance in the year 
that they are occur. The past service costs are recognised as an expense on a straight-line basis over the 
average period until the benefits become vested. If the benefits have already vested, immediately 
following the introduction of, or changes to, a pension plan, past service costs are recognised 
immediately. 
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Multi-employer plans 

All municipal employees belong to The Natal Joint Municipal Pension Fund (Superannuation), The Natal Joint Municipal 
Pension Fund (Retirement) and The KwaZulu-Natal Joint Municipal Provident Fund which are administered by the 
Province. The municipality classifies a multi-employer plan contribution plan or a defined benefit plan under the terms of 
the plan (including any constructive obligation that goes beyond the formal terms). 


The KwaZulu-Natal Joint Municipal Provident Fund is a defined contribution plan and the municipality accounts for it in 
the same way as for any other defined contribution plan. 

The Natal Joint Municipal Pension Fund (Superannuation) and The Natal Joint Municipal Pension Fund (Retirement) are 
defined benefit plans. Sufficient information is not available to use defined benefit accounting for these plans, therefore 
the entity accounts for these plans as if it was a defined contribution plan, 

1.15 CONSTRUCTION CONTRACTS AND RECEIVABLES 

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised by 
reference to the stage of completion of the contract activity at the reporting date, as measured by the proportion that 
contract costs incurred for work performed to date bear to the estimated total contract costs completion of a physical 
proportion of the contract work , 

Variations in contract work, claims and incentive payments are included to the extent that 
they have been agreed with the customer. 

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised to the extent 
that contract costs incurred are recoverable. Contract costs are recognised as an expense in the period in which they are 
incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as an 
expense immediately. 

1.16 IMPAIRMENT OF NON-FINANCIAL ASSETS 


RECOGNITION 

The entity assesses at each reporting date whether there is an indication that an asset may be impaired. Where the 
carrying amount of an asset exceeds its recoverable amount (or recoverable service amount in the case of non-cash- 
generating assets), the asset is considered impaired and is written down to its recoverable amount (or recoverable 
service amount. 

MEASUREMENT 


An asset’s recoverable amount (or recoverable service amount) is the higher of an asset’s or cash-generating units fair 
value less costs to sell and its value-in-use. This recoverable amount (or recoverable service amount) is determined for 
individual assets, unless those individual assets are part of a larger cash generating unit, in which case the recoverable 
amount (or recoverable service amount) is determined for the whole cash generating unit. 

An asset is part of a cash generating unit where that asset does not generate cash inflows that are largely independent of 
those from other assets or group of assets. 

In determining the recoverable amount (or recoverable service amount) of an asset the entity evaluates the assets to 
determine whether the assets are cash generating assets or non-cash generating assets. 
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For cash generating assets the value is use is determined as a function of the discounted future cash flows from the 
asset. In assessing value-in-use for cash-generating assets, the estimated future cash flows are discounted to their 
present value using a discount rate that reflects current market assessments of the time value of money and the risks 
specific to the asset. In determining fair value less costs to sell, other fair value indicators are used. 

Where the asset is a non-cash generating asset the value in use is determined through depreciated replacement cost, 
restoration cost approach or service units approach. The decision to the approach to use is dependent on the nature 
of the identified impairment. 


Impairment losses of continuing operations are recognised in the Statement of Financial Performance in those expense 
categories consistent with the function of the impaired asset. 

REVERSAL OF IMPAIRMENT 

A previously recognised impairment loss is reversed only if there has been a change in the assumptions used to 
determine the asset’s recoverable amount since the last impairment loss was recognised. The reversal is limited so that 
the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would 
have been determined, net of depreciation, had no impairment loss been recognised for the asset in prior years. Such 
reversal is recognised in the Statement of Financial Performance unless the asset is carried at a revalued amount, in 
which case the reversal is treated as a revaluation increase. 


IMPAIRMENT OF SPECIFIC NON-FINANCIAL ASSETS 
PROPERTY, PLANT AND EQUIPMENT 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable amount 
(or recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service amount) 
and an impairment loss is charged to the Statement of Financial Performance. 


Where items of property, plant and equipment have been impaired, the carrying value is adjusted by the impairment loss, 

» ..... * ♦ .... „ n aa .. im ikn. hoUho .. i»-r*r4.oi rmo.nl ..ie..... ......... 

wntcn is recognisea as an expense urine ouncnrem ui rmanuai rciMnianuc m poiiwumui **•' 


identified. 


An impairment is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that 
would have been determined had no impairment been recognised. A reversal of the impairment is recognised in the 
Statement of Financial Performance. 


INTANGIBLE ASSETS 

The entity tests intangible assets with finite useful lives for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an indication of possible impairment is performed at each reporting date. 
Where the carrying amount of an item of an intangible asset is greater than the estimated recoverable amount (or 
recoverable service amount), it is written down immediately to its recoverable amount (or recoverable service amount) 
and an impairment loss is charged to the Statement of Financial Performance. 

Irrespective of whether there is any indication of impairment, the municipality also tests intangible assets with an 
indefinite useful life or intangible assets not yet available for use for impairment annually by comparing its carrying 
amount with its recoverable amount. This impairment test is performed during the annual period and at the same time 
every period. 
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1.17 


1.18 


1.19 


1.20 


1.21 


1.22 


Use of Estimates 

The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical accounting 
estimates. It also requires management to exercise its judgement in the process of applying the municipality s accounting policies. 
The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the 
annual financial statements are disclosed in the relevant sections of the annual financial statements. Although these estimates are 
based on management’s best knowledge of current events and actions they may undertake in the future, actual results ultimately 
may differ from those estimates. 

Revaluation reserve ; 

The surplus arising from the revaluation of property, plant and equipment is credited to a non-distributabie reserve. The revaluation 
surplus is realised as revalued assets are depreciated, through a transfer from the revaluation reserve to the accumulated 
surpius/deficit. On disposal, the net revaluation surplus is transferred to the accumulated surplus/deficit while gains or losses on 
disposal, based on revalued amounts, are credited or charged to the statement of financial performance. 


Conditional Grants and Receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the municipality has 
complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that the criteria, conditions or 
obligations have not been met a liability is recognised. 

Budget Information 

Municipality municipality is typically subject to budgetary limits in the form of appropriations or budget authorisations (or 
equivalent), which is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by municipality shall provide information on whether resources were obtained and 
used in accordance with the legally adopted budget 

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance 
outcome objectives. 

The budget for the economic entity includes all the entities approved budgets under its control. 

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the 
budgeted amounts for the reporting period have been included in the Statement of comparison of budget and actual 
amounts. 


Value Added Tax (VAT) 

: Jte mi micinaJitv accounts for VAT on a payments basis. The municipality is liable to account for VAT at the standard rate 
(14%) in terms of section 7 (1) (a) of the VAT Act in respect of the supply of goods or services, except where the supplies 
are specifically zero-rated in terms of section 1 1 , exempted in terms of section 1 2 of the VAT Act or are scoped out for 
VAT purposes. The municipality accounts for VAT on a monthly basis. 


Events after reporting date 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date 
and the date when the financial .statements are authorised for issue. Two types of events can be identified: 

- those that provide evidence of conditions that existed at the reporting date (adjusting events after reporting date); and 

- those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting date). 
The municipality will adjust the amount recognised in the financial statements to reflect adjusting events after the 
reporting date once the event occurred. 

The municipality will disclose the nature of the event and an estimate of its financial effect or a statement that such 
estimate cannot be made in respect of all material non-adjusting events; where non-disclosure could influence the 
economic decisions of users taken on the basis of the financial statements. 
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1.23 


1.24 


Commitments 

Commitments are future expenditure to which the municipality committed and that will result in the outflow of resources. 
Commitments are not recognised in the statement of financial position as a liability or as expenditure in the statement of 
financial performance, but are included in the disclosure notes. A distinction is made between capital and operating 
commitments. 

Items are classified as commitments when an entity has committed itself to future transactions that will normally result in 
outflow of cash. 

Disclosures are reguired in respect of unrecognised contractual commitments. Commitments for which disclosure is 
necessary to achieve a fair presentation should be disclosed in a note to the financial statements, if both the following 
criteria are met. 

- Contracts should relate to something other than the routine, steady, state business of the entity - therefore salary 
commitments relating to employment contracts or social security benefit commitments are excluded. 


Related parties 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government. As a consequence of the constitutional independence of the three spheres of government in South 
Africa, only entities within the national sphere of government are related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, 
including those charged with the governance of the municipality in accordance with legislation, in instances where they 
are required to preform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, 
or be influenced by, that management in their dealings with the municipality. 

Only transactions with related parties not at arm's length or not in the ordinary course of ordinary business are disclosed. 
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2 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consist of the following: 
Cash on hand 
Cash at bank 
Call deposits 

The Municipality has the following bank accounts: - 
Current Account /Primary Bank Account! 

Absa Bank: Account Number 4069991393 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

Current Account (MPRAI 

Absa Bank: Account Number 4074472671 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 


Note 


2016 

2015 

R 

R 


2,000 

2,750 

5,324,981 

5,574,170 

21,705,454 

26,138,829 

27,032,435 

31,715.748 


3,767,464 

246,009 

2,286,828 

3,767,464 

3,767,465 

246,009 

2,452,495 

3,767,465 


1,806,705 

408,745 

3,038,153 

1,806,705 

1,806,705 

408,745 

3,043,709 

1,806,705 


Call Deposits 

ABSA Bank Limited - Scottsburgh Branch: Account Number 927860312 
Standard Bank Limited - Scotlsburgh Branch: Account Numoer Ub&m2u4 
ABSA Bank Limited - Scottsburgh Branch: Account Number 9286081784 
ABSA Bank Limited - Scottsburgh Branch: Account Number 929866983 
ABSA Bank Limited - Scottsburgh Branch: Account Number 9293870443 
ABSA Bank Limited - Scottsburgh Branch: Account Number 9293866975 
ABSA Bank Limited - Scottsburgh Branch: Account Number 9293866917 
ABSA Bank Limited - Scottsburgh Branch: Account Number 9299394156 
ABSA Bank Limited - Scottsburgh Branch: Account Number 9300480987 

Cash book balance at beginning of year 


Bank statement balances Cash book balances 


30/06/2016 

30/06/2015 

30/06/2016 

30/06/2015 

9,411,165 

11,237,624 

9,411,165 

11,237,624 




n coc c'/'V 

0,0*10,4 / O 

u ( uuj p O/ O 



778,631 

733,066 

778,631 

733,066 

3,048,859 

2,878,181 

3,048,859 

2,878,181 

395,972 

3,677,872 

395,972 

3,677,872 

965,525 

911,474 

965,525 

911,474 

588,567 

555,618 

588,567 

555,618 

294,759 

278,152 

294,759 

278,152 

2,396,498 

2,261,168 

2,396,498 

2,261,168 

21,705,454 

26,138,828 

21,705,454 

26,138,828 
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Cash book balance at end of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 
Cash on hand 

Total cash and cash equivalents 
Total bank overdraft 
3 NON-CURRENT RECEIVABLES 

Included in long term receivables is the following: 


Restated 


2016 

2015 

R 

R 

21,705,454 

26,138,829 

26,138,829 

8,133,005 

21,705,454 

26,138,829 

2,000 

2,750 


27,032,435 

31,715,748 


- 


a) an amount owed by Renaissance Projects CC as a result of fraud against the 
municipality. The affected party was found guilty and given a suspended sentence 

of four years on condition that the misappropriated funds are paid back to the municipality. 

b) an amount of R 40 520 owing by certain councillors from 2012 financial year end. 

c) an amount of R 82 855 from employees being an incorrect overtime payment made arising in the 201 1/12 financial year. 

Non-current receivables 

Cllr GZ Jwara 

Cilr BC Mqadi 

Cllr NR Dlamini 

Cllr BG Myeza 

Cllr KG Khanyase 

Cllr AS Mchunu 

Cllr BC Mngadi 

Cllr TE Sibisi 

Cllr T Mufhwa 

Cilr LL Kweyama 

Cllr MC Ngcobo 

Staff debts 

Renaissance Projects CC 


Less : 

Provision for doubtful debts 


3,720 

3,720 

3,320 

_ 3,320 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

3,720 

82,855 

82,855 

45,836 

45,836 


169,21 1 

169,211 

(169,211) 

- 

i - 1 




0 

169,211 


Total 


Vulamehlo Municipality 

Notes to The Annual Financial Statements 
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Restated 


4 TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Trade receivables 
as at 30 June 2016 
Other Receivables 
Deposits 
Sundry Debtors 
Staff Debtors 
Total 

Total Trade and other receivables 

as at 30 June 2015 
Other Receivables 
Deposits 
Sundry Debtors 
Staff Debtors 
Total 

Total Trade and other receivables 


Note 

2016 

2015 


R 

R 


Provision for 



Doubtful 


Gross Balances 

Debts 

Net Balance 

R 

R 

R 


11,897 

- 

11,897 

2,735,675 

- 

2,735,675 

283,628 


283,628 

3,031,200 

- 

3,031,200 


3,031,200 

- 

3,031,200 


11,897 

1,156,642 

287,498 

- 

11,897 

1,156,642 

287,498 

1,456,037 

- 

1,456,037 


1,456,037 

■ 

1,456,037 
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Restated 


Note 2016 2015 

R R 


The fair value of trade and other receivables approximates their carrying amounts. 

5 TRADE AND OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

Trade receivables - Property Rates 
Total 


Trade receivables - Property Rates 
as at 30 June 2016 
Property Rates 


as at 30 June 2015 
Property Rates 


Property Rates: Ageing 
Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91-120 Days 
121 -365 Days 
+ 365 Days 
Total 


Reconciliation of the doubtfui debt provision for property rates 
B alance a t beg inning of the yea r 

Balance at end of year 


2,389,961 

1,279,840 

2,389,961 

1,279,840 


Gross Balances 

R 

Provision for 
Doubtfui 
Debts 

R 

Net Balance 

R 

6,280,864 

(3.890,903) 

2,389,961 

6,280,864 

(3,890,903) 

2,389,961 

Gross Balances 

R 

Provision for 
Doubtful 
Debts 

R 

Net Balance 

R 

4,223,575 

(2,943,735) 

1,279,840 

4,223,575 

(2,943,735) 

1,279,840 


188,136 

484,726 

243,259 

239,295 

5,125,448 

173,851 

331,572 

152,942 

143,456 

3,421,755 


6,280,864 

4,223,575 


2,943,735 

947,167 

2,182,685 

761 ,050 


3,890,903 

2,943,735 
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Note 2016 

R 


Property rates past due but not impaired 

Property rates which are {ess than 3 months past due are not considered to be 
impaired. At 30 June 2016, R 967 280 (2015: R 475 496) were past due but not 
impaired. 

The ageing of amounts past due but not impaired is as follows: 

1 month past due 

2 months past due 

3 months past due 

Property rates impaired 

As of 30 June 2016, property rates of R 6280 864(2015: R 4 223 575) were 
impaired and provided for. 

The amount of the provision is R 3 890 903 as of 30 June 2016(2015 R 2 
943735). 

The ageing of these receivables is as follows: 

3 to 6 months 

The fair value of property rates approximates their carrying amounts. 


484,726 

243,259 

239,295 


5,364,743 
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2015 
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331,572 

152,942 

143,456 


3,565,211 
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Vulamehlo Municipality 
NOTES TO THE F1NANANC1AL STATEMENTS 
for the year ended 30 June 2016 


Restated 


7 INTANGIBLE ASSETS 


7 Reconciliation of carrying value 


as at 1 July 2015 
Cost 

Correction of error (note 48) 

Accumulated amortisation and impairment losses 

Acquisitions 

Amortisation 

Carrying value of disposals 
Cost 

Accumulated amortisation 

Impairment loss/Reversal of impairment loss 

Transfers 

Other movements 

as at 30 June 2016 
Cost 

Accumulated amortisation and impairment losses 


7 Reconciliation of carrying value 


as at 1 July 2014 
Cost 

Correction of error 

Change in accounting policy 

Accumulated amortisation and impairment losses 

Acquisitions 
Amdrtisation " 

Carrying value of disposals 
Cost 

Accumulated amortisation 

Impairment loss/Reversal of impairment loss 

Transfers 

Other movements 

as at 30 June 2015 
Cost 

Accumulated amortisation and impairment losses 


Note 

2016 

2015 


R 

R 

Computer Software 

Other* 

Total 

R 

R 

R 

169,31 9 

_ 

169,319 

2,388,603 

- 

2,388,603 

(2,219,284) 

. 

(2,219,284) 

64,000 

. 

64,000 

(67,939) 


(67,939) 

841 

- 

841 

(841) 

- 

(841) 

165,380 

- 

165,380 

2,451,762 


2,451,762 

(2,286,382) 


(2,286,382) 

Computer Software 

Other* 

Total 

R 

R 

R 

46,850 

. 

46,850 

2,413,711 


2,413,711 

(2,366,861) 


(2,366,861) 

- 5,180 


5,180 




V v ~ l / 



- 

■* 


169,319 

- 

169,319 

2,388,603 

- 

2,388,603 

(2,219,284) 

- 

(2,219,284) 


I 

! 

i 


■ 


| 


Page 41 


175 








Vuiamehlo Municipality 

NOTES TO THE FINANANCIAL STATEMENTS 

for the year ended 30 June 2016 Restated 


8 INVESTMENT PROPERTY 


8 Reconciliation of carrying value 


as at 1 July 2015 
Cost 

Correction of error 

Change in accounting policy 

Accumulated depreciation and impairment losses 

Acquisitions 

Depreciation 

Carrying value of disposals 
Cost 

Accumulated depreciation 

Impairment toss/Reversal of impairment loss 


Transfers 
Other movements 

as at 30 June 2016 . 

Cost 

Accumulated depreciation and impairment losses 


8 Reconciliation of carrying value 


as at 1 July 2014 
Cost 

Correction of error 

Change in accounting policy 

Accumulated depreciation and impairment losses 

Acquisitions 

Depreciation 


Canying value of disposals 
Cost 

Accumulated depreciation 

Impairment loss/Reversai of impairment loss 

Transfers 

Other movements 

as at 30 June 2015 
Cost 

Accumulated depreciation and impairment losses 

Investment property pledged as security 
Fair value of investment properly : 


Note 

2016 

2015 


R 

R 


Investment 
property X 

R 

185,000 

Investment 
property Y 

R 

Total 

R 

185,000 

185,000 


185,000 

- 

- 

- 



_ 

- 

- 

" 

. 

. 

- 

- 

- 

- 

- 

- 

- 





185,000 

- 

185,000 

185,000 

- 

185,000 

- 

- 

" 

Investment 

Investment 


property 

property 

Total 

R 

R 

R 

185,000 

. 

185,000 

185,000 


185,000 


_ 

- 

- 

- 

- 

- 

- 

- j 

- 

- 

1 


_ 

_ 

- 

- 

* 

- 

- 

- 

185,000 

_ 

185,000 

185,000 

- 

185,000 

- 

- 

- 


The effective date of the revaluations was 30 June 2015. Revaluations were performed by an independent valuer, Alan Robert Stephenson of 
Mills Fitchet (Pty) Ltd. He is registered as a Professional Valuer in terms of section 20(2)(a) read with section 43(8) of the Property Valuers 
Professional Act, 2000. Alan Robert Stephenson is not connected to the municipality and have recent experience in location and category of 
the investment property being valued. 

The valuation was based on open market value for existing use. 

These assumptions are based on current market conditions. 


8 Details of property: 


investment property 

The Municipality has classified the Post office as investment property. The property is situated at Vuiamehlo Ward No 6 and measures 
approximately 80 square metres. The municipality uses the fair value model to value its investment properties. A fair value assessment was 
undertaken by Mills Fitchet. The valuation methodology applied is the market value. 


8 Rental income from investment property 

Direct operating expenses from rental generating property 


36,960 33,721 
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Vulamehlo Municipality 
NOTES TO THE F1NANANCIAL STATEMENTS 
for the year ended 30 June 2016 


Restated 


9 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 

Trade creditors 
Retentions 
Accruals 
Other creditors 
Total 

The fair value of trade and other payables approximates their carrying amounts. 

10 CONSUMER DEPOSITS 

Unallocated Deposits 
Total consumer deposits 

11 VAT RECEIVABLE 
VAT payable 

VAT is payable on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors, 

11 VAT PAYABLE 

VAT receivable 

Vat Receivable / (Payable) 

VAT is payable on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors. 


12 PROVISIONS 
12 CURRENT PROVISIONS 
Performance bonus 

Current portion of long-service provision 

Provision for leave 

Annual bonus - 

' T ota I ' ' '■ 

Performance bonuses are paid one year in arrear as the assessment of eligible 
employees had not taken place at the reporting date. 

The movement in the non-current provision is reconciled as follows: - 
Provision for long-service awards: 

Balance at the beginning of year 
Contributions to provision 
Balance at the end of year 


Note 


2016 

2015 

R 

R 


1,640,248 

2,656,219 

1,251,794 

1,251,794 

8,340,164 

2,166,291 

572,908 

150,132 

11,805,113 

6,224,435 


319,004 

387,886 

319,004 

387,886 

-7,260,217 

988,692 


-14,470 

-9,004 

7,245,747 

-997,696 




- 

" 

1,601,017 

1,461,663 

- 1,091,000 

655,850 

2,692,01/ 

2, ii 7,513 


368,852 

465,804 

254,599 

-96,952 

623,451 

368,852 
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Vuiamehlo Municipality 



i 

NOTES TO THE F1NANANCIAL STATEMENTS 



!; 

;; 

for the year ended 30 June 2016 


Restated 


Note 

2016 

2015 

j 


R 

R 



13 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Expanded Public Works Programme Grant (EPWP) 

Municipal Infrastructure Grant (MIG) 

Municipal Systems Improvement Grant (MSIG) 

Other Government Grants And Subsidies 

Total Unspent Conditional Grants and Receipts 

Non-current unspent conditional grants and receipts 
Current portion of unspent conditional grants and receipts 

See Note 13 for reconciliation of grants and receipts. These amounts are invested 
in ring-fenced investment until utilised. 

13 Expanded Public Works Programme Grant (EPWP) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 20) 

1 3 Financial Management Grant (FMG) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met - remain liabilities (see note 20) 

13 Municipal Infrastructure Grant (MIG) 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 20) 

13 Municipal Systems Improvement Grant (MSIG) 

Balance unspent at beginning of year _ 

................. ...Qy rrgn|,yaa r. f«2S!ptS 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 20) 

14 Other Government Grants And Subsidies 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 20) 


49 t 210 

753,275 

456,833 

4,185,601 

420,079 

3,949,563 

1,406,461 



5,444,918 

5,776,104 

5,444,918 

5,776,104 


420,079 


1,000,000 

1,000,000 

(1,370,869) 

-579,921 

49,210 

420,079 f ' 


1,875,000 

1,800,000 

(1,875,000) 

-1,800,000 

. 

- 


3,949,563 

- 

15,000,000 

16,000,000 

(18,196,388) 

-12,050,437 

753,175 

3,949,563 


930,000 

934,000 

(467,823) 

-934,000 

462,177 

- - 


1,406,461 

3,095,832 

36,009,579 

5,761,360 

(33,230,339) 

-7,450,731 

4,185,701 

1,406,461 
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15 FINANCE LEASE LIABILITY 
2016 

Amounts payable under finance leases 


Vulamehlo Municipality 

NOTES TO THE FINANANCIAL STATEMENTS 

for the year ended 30 June 201 6 


Restated 

Note 

2016 

2015 


R 

R 

Minimum lease 

Future finance 

Present value 
of minimum 

payment 

charges 

lease payments 

R 

R 

R 


Within one year 
Within two to five years 

Less: Amount due for seltlement within 12 months (current portion) 


322,416 88,595 233,821 

608,820 66,648 542,172 

931.236 155,243 786,218 

— ... — -233,821 

552,397 


Instalment sale agreements are secured by plant with carrying value of R 465 126 repayable in monthly instalments of R16 436.43 and bears interest of between 
10% and 15%. 

Instalment sale agreements are secured by motor vehicles with carrying value of R352549 repayable in monthly instalments of R15 237.80 and bears interest of 
between 9% and 15%. 


Amounts payable under finance leases 

Within one year 
Within two to five years 

Less: Amount due for settlement wi I hi n 12 months (current portion) 

Instalment sale agreements are secured by motor vehicles with carrying value of 
R3S8 010.16, repayable In monthly instalments of R15 237.80 and bears interest of 
between 9% and 15%. 

16 PROPERTY RATES 

Actuat 

Residential 

Other 

State Owned 
Total property rates 

Property rates ■ penalties imposed and collection charges 
Total 

Valuations 

Residential 

Other 

State Owned 

Total Property Valuations 


basis to take into account changes in individual property values due to alterations. 

17 RENTAL OF FACILITIES AND EQUIPMENT 

Rental of facilities 
Total rentals 

18 INTEREST EARNED - EXTERNAL INVESTMENTS 
Bank 

Total interest 

19 INTEREST EARNED - OUTSTANDING RECEIVABLES 

Property Rates 
Rentals 
Total interest 

20 GOVERNMENT GRANTS AND SUBSIDIES 
Equitable Share 

Expanded Public Works Programme Grant (EPWP) 

Financial Management Grant (FMG) 

Municipal Infrastructure Grant (MIG) 

Municipal Systems Improvement Grant (MSIG) 

Olher Government Grants And Subsidies 
Total Government Grant and Subsidies 

20 Equitable Share 

21 OTHER INCOME, PUBLIC CONTRIBUTIONS AND DONATIONS 

21 Other income 
Sundry income 
Halt Hire 

Sale of Tender Documents 
Rates Clearance Certificate 
Donations 

Total Other Income 


Minimum lease 
payment 
R 

346,021 

975,603 


Future finance 
charges 

R 

91,896 

191,773 


Present value 
of minimum 
lease payments 
R 

254,125 
784,030 


1,038,155 

-254,125 


784,030 


1,777,394 

1,658,524 

641,894 

575,945 

2,419,288 

2,234,469 

2,419.288 

2,234,469 

671,894,000 

671 ,882,000 

2,929,000 

2,929,000 

237,922,000 

237,737,000 

912,745,000 

912,548,000 

Interim valuations are processed on a quarterly 

282,164 

195,142 

282,164 

195,142 

3,014,689 

1,523,098 

3,014,689 

1,523,096 

871,807 


19,889 


885,377 

- 

57,458,000 

48,657,000 

1,370,869 

579,921 

1,875,000 

1 ,800,000 

18,196,38B 

12,050,437 

467,823 

934,000 

33,230,339 

7.450,731 

112,598,420 

71,472.089 

57.458,000 

48,657,000 


9,324 

4,693 

3,904 

44,474 

86,580 

4,341 

2,895 

647,512 

- 

701,020 

102,702 
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Vulamehlo Municipality 
NOTES TO THE RNANANCIAL STATEMENTS 
for the year ended 30 June 2016 


Restated 


22 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and Wages 

Employee related costs - Contributions for UIF, pensions and medical aids 

Housing benefits and allowances 

Overtime payments 

Performance and other bonuses 

Other employee related costs 

Total 

There were no advances to employees I Loans to employees 

Remuneration of the Municipal Manager 

Annual Remuneration 

Backpay 

Travel, motor car, accommodation, subsistence and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 

Remuneration of the Chief Finance Officer 
Annual Remuneration 
Backpay 
leave pay 

Travel, motor car, accommodation, subsistence and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 


Remuneration of Individual Executive Directors 


2016 

Annual Remuneration 
Backpay 

Travel, motor car, accommodation, subsistence and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 


2015 

Annual Remuneration 

Travel, motor car, accommodation, subsistence and other allowances 

Contributions to UIF, Medical and Pension Funds 

Total 


23 REMUNERATION OF COUNCILLORS 

Executive Mayor 
Deputy Executive Mayor 
Speaker 

Executive Committee Members 
Councillors 

Total Councillors’ Remuneration 


2016 

2015 

R 

R 


15,161,711 

12,620,075 

2,530,143 

2,238,105 

1,176,697 

1,184,423 

123,157 

206,766 

231,219 

871,199 

463,742 

534,033 

19,686,668 

17,654,602 


697,620 

693,688 

11,757 

- 

138,927 

126,697 

96,708 

149,549 

945,012 

969,934 


838,449 

821,560 

10,102 

- 

79,777 

- 

1,228 

14,378 

1,785 

10,140 

931,340 

846,078 

Technical 


Services 

Corporate Services 

R 

R 


626,311 

10,102 

18,363 

22,618 

711,863 

9,541 

98,048 

1,785 

677,395 

821,236 

Technical 

— 

Services 

Corpo rate services 

R 

R 

579,914 

625,084 

265,440 

162,484 

- 9,885 

9,582 

855,239 

797,150 


778,066 

654,923 

710,922 

549,260 

884,104 

549,260 

1,193,411 

967,584 

5,428,855 

5,096,805 

8,995,357 

7,817,832 


In-kind Benefits 


The Executive Mayor, Speaker and Executive Committee Members are full-time. The Executive Mayor and the Speaker are provided with an office and 
secretarial support at the cost of the Council. The Executive Mayor is also allocated a driver to help with his day to day activities. 

The Executive Mayor has use of the Council owned vehicle for official duties. The Executive Mayor did not have bodyguards during the financial year. 
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24 DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 
Intangible assets 

Total Depreciation and Amortisation 


25 FINANCE COSTS 

Borrowings 

Other 

Total Finance Costs 

26 CONTRACTED SERVICES 

Contracted services for: 
Operating Leases 
Internet services 


27 GRANTS AND SUBSIDIES PAID 

Amahwaqa Housing Project 

Disaster Management and shared services 

Review of Led Review strategy 

MSIG 

FMG 

KZN sports 
Electrification Projects 
EPWP 

Disaster Fire 


28 GENERAL EXPENSES 

Included in general expenses are the fo! lowing 

Advertising 
Audit fees 
8ank charges 
Cleaning 
Projects 
Entertainment 
'I nsufance 

Licence fees - computers 
Electricity 

Printing and stationery 
Professional fees 
Security cos ts- 
Subscription & publication 
Telephone cost 
Training 

Motor vehicles expenses 
Travel and subsistence 
Uniforms & overalls 
Water and Sanitation 
Other Expenses 


Vulamehlo Municipality 
NOTES TO THE FINANANC1AL STATEMENTS 
for the year ended 30 June 2016 


Note 



Restated 

2016 

2015 

R 

R 

18,163,219 

11,476,113 

67,939 

39,525 

18,231,158 

11,515,639 


109,715 

112,923 

6,459 

146,123 

116,174 

259,046 


872,916 

648,947 

223,439 

43,942 

1,096,354 

692,889 



387,436 

* 

218,067 

- 

6,718 

158,202 

18,354 

2,272,505 

1,321,411 

- 

200 

19,390,146 

5,588,127 

1,335,115 

599,448 

134,426 

- 

23,290,394 

8,139,761 


141,781 

1,938,557 

184,990 

73,328 

9,784,972 

149,597 

471 562 

236,579 

1,381,265 

117,481 

67,715 

7,505,988 

205,950 

352.196 

152,158 

135,530 

199,026 

207,860 

277,569 

295,963 

2,597,689 

2,049,007 

299,390 

325,126 

1,033,360 

504,334 

284,220 

545,500 

783,832 

214,598 

863,415 

739,299 

1,212,674 

1,247,069 

29,985 

3,500 

59,094 

77,958 

646,973 

1,481,441 

21,184,171 

17,694,361 


The amounts disclosed above for Other Expenses are in respect of costs incurred in the general management of the municipality and not directly attributable to a specific service 
or class of expense. 


The amounts disclosed for Projects include the following projects: 

- Free Basic Electricity 

- Free Basic Services 

- Cemetery and burial assistance 

- Disabled 

- Education Fund 

* Gender Forum 

- HIV/Aids 

- LED Pilot business plan 

- Public participation ward committee 

* Senior Citizen 

- Tourism 

- Youth 

-Ward Committee Incentives 
-Biometric Access Control 
-PMU Technical 
-VAT Reviewal 
-Operational cost for Grader 


Vulamehlo Municipality 
NOTES TO THE FiNANANCIAL STATEMENTS 
for the year ended 30 June 2016 


Restated 


29 GAIN f (LOSS) ON SALE OF ASSETS 

Property, plant and equipment 
Total Gain / (Loss) on Sale of Assets 

30 PROFIT / (LOSS) ON FAIR VALUE ADJUSTMENT 

Other financial assets 

Total Profit / (Loss) on Fair Value Adjustment 

31 CASH GENERATED BY OPERATIONS 

Surplus/(deficit) for the year - 
Adjustment for:- 
Depredation and amortisation 
(Gain) / loss on sale of assets 
Contribution to provisions - non-current 
Contribution to provisions - current 
Finance costs 
Bad debts 

Other non-cash item 

Operating surplus before working capital changes: 

(lncrease)/decrease in trade receivables 

( I ncrease)/de crease in other receivables 

{I ncrease)/de crease in VAT receivable 

lncrease/(decrease) in conditional grants and receipts 

increase/(decrease) in trade payables 

Inc re as e/(de crease) in consumer deposits 

lncrease/{decrease) in VAT payable 

Finance lease obligation 

Cash generated by/(utili$ed in) operations 


32 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the 
following: 

Bank balances and uaa i i 

Net cash and cash equivalents (net of bank overdrafts) 


2016 

2015 

R 

R 

-18,806 

-325,883 

-T87SUB 

-325,883“ 

683,905 

. 

683,905 

- 


18,259,257 

18,231,158 

18,806 

-254,599 

-574,504 

116,174 

1,116,378 

10,050,232 

11,515,639 

325,883 

-96,952 

564,325 

36,912,671 

22,359,127 

-1,575,163 

-967,291 

-1,110,121 

53,644 

-7,245,747 

- 

-331,185 

4,349,568 

5,580,678 

698,074 

-739,474 



8,122,653 

-234,295 

-916,266 

31,257,364 

33,699,509 


27,032,435 

31715-748 

27,032,435 

31,715,748 
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Vulamehlo Municipality 

NOTES TO THE FINANCIAL STATEMENTS 

for the year ended 30 June 2016 

Note 


2016 

R 


Restated 


2015 

R 


33 CORRECTION OF ERROR 

During the year ended 30 June 2016 and previous years, PPE end other assets 
were incorrectly recognised: - 

The comparative amount has been restated as follows: 

Rental of faci lilies and equipment 
Loss on sale of assets 

Net effect on surplus/( deficit) for the year 

Cash and cash equivalents 
PPE 

PP E-Loss on sate of assets 
Intangible assets 
Consumer deposits 
Accrued rentals 

VAT receivable previously recognised 

VAT payable previously recognised 

Trade and other payables from exchange transactions 

Net effect on Statement of Financial Position 

Net effect on Accumulated surplus opening balance 

Cashflow statement . . 

During the year ended 30 June 2015 and previous years, The following Cashflow movements were incorrectly recognised. - 

Cashflow from operating activities 

Payments 

Suppliers 
Movement in VAT 

Cashflow from investing activities 

Proceeds from sale of fixed assets 
Disclosure 

During the year ended 30 June 2015 and previous years the following were 
changes in commitments incorrectly recognised : 

Commitments in respect of capital commitments 
Property plant and equipment 

Operating commitments 

UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 
34 DISALLOWED 

34 Fruitless and wasteful expenditure 

Reconciliation of fn i rftess and wasteful. :exp e riditure 


-76,122 

-460,753 


-536,875 


8.222 

5,325,632 

460,753 

156,814 

86,779 

-50,933 

-10,657 

6,254 

- 8.222 


5,974,642 


5,974,642 


- 8,222 

6,193 


5,724 


11,314,963 

3,612,595 


312,589 

5,286 

160,976 
" 151,613 

317,875 

-312,589 

5,286 

146,123 

5,490 

51,969,800 

50,304,568 

46,613,390 

5,356,410 

102,274,368 

51,969,800 

- - 

3,956,097 

7,995,897 

1,400.313 


Opening balance - - " 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
To be recovered - contingent asset (see note 40) 
Fruitless and wasteful expenditure awaiting condonement 


Incident 

Action Taken 

Interest and penalties on overdue accounts 

Payment made for annual maintenance of equipment not utilised _ . 



34 Irregular expenditure 

Reconciliation of irregular expenditure 

Opening balance 
Ineguiar expenditure current year 

Irregular expenditure awaiting condonement 


Incident . 

Payment made for the provision of water service in contravention of Section 41(f) 
and (g) of the Constitution of South Africa. The provision of water services is a 
function of the district municipality. Also, purchase notin accordance with the 
SCM Policy 

Purchases not in accordance with the SCM Policy 

Prior year Purchases not in accordance with SCM Policy identifed in current year 


Awarding of tenders not in accordance with SCM policy_ 


Action Taken 

To be investigated by MPAC 
and to be reported to National 
Treasury 

To be investigated by MPAC 
and to be reported to National 


To be investigated by MPAC 
and to be reported to National 
Treasury 


250,482 


42,058,189 


Six contracts to the value of R15 707 704 were procured using Section 32 of the municipal supply chain management regulations and at year end R7 287 320 
had been expended on these contracts 
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Vulamehlo Municipality 

NOTES TO THE FINANCIAL STATEMENTS 

for the year ended 30 June 2016 Restated 


Note 2016 

R 


2015 

R 


ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE 
35 MANAGEMENT ACT 

35 Contri bu t i on s to orga nis e d Jo cat g overnme n t 

Opening balance 
council subscriptions 
Amount paid - current 
Balance unpaid (included in payables} 

35 Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Balance unpaid (included in payables) 

The balance unpaid represents the audit fee for an interim audit conducted during May and June 2016 and is payable by 31 July 2016. 


35 VAT 

VAT input receivables and VAT output payables are shown in note 18. All VAT returns have been submilted by the due date Ihroughout the year. 

35 PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Balance unpaid (included in payables} 

The balance represents PAYE and UIF deducted from the June 2016 payroll. These amounts were paid during July 2016 
35 Pension and Medical Aid Deductions 
Opening balance 

Current year payroll deductions and Council Contributions 
Amount paid - current year 
Balance unpaid (included in payabfes} 

The balance represents pension and medicai aid contributions deducted from employees in the June 2016 payroll as well as Council's contributions lo pension 
and medical aid funds. These amounts were paid during July 2016. 


87.523 

2,196,663 3,892,060 

2,090,649 -3,804,537 

106,014 87,523 


5,036,087 4.152,393 

-4.693,166 -4,152,393 

342,921 


1,517,795 1,220,713 

1,512, 84S -1,220.713 

4,950 


1,032.000 504,334 

-1,032,000 -504,334 


36 Deviations from supply chain management regulation 

Paragraph 36 of Government gazette No. 27636 Issued on 30 May 2005 states that the accounting officer may dispense with the official procurement process in 
certain circumstances, provided (hat he records the reasons for any deviations and reports them to the next meeting of the accounting officer and Includes a note 
to the annual financial statements. 

Goods and services amounting to R2, 01 3,312 (2015: R1 ,51 7,024) procured during the financial year under review and the process followed in procuring those 
goods deviated from the provisions of paragraph 12(1)(d)(t) as stated above. The reasons for these deviations were documented and reported to the accounting 
officer who considered them and subsequently approved the.deviation from the normal supply chain management regulations. These deviations have been 
reported to Council. 


37 CAPITAL COMMITMENTS 


37 Commitments in respect of capital expenditure 

- Approved and contracted for 
Property, pfanl and equipment 

- Approved but not yet contracted for 
Property, plant and equipment 

Total 

This expenditure will be financed from: 

- Government Grants 
Operating Commitments 

These commitments relates lo various contracts of expenditure 

Purchase Orders 
Total 


21,809,226 15,589,245 


| 21,809,226 

15,589,245 | 

25,178,281 

| “1 25,178,281 | 


21,609,226 

40,767,526 

21,809,226 

40,767,526 

21,809,226 

40,767,526 

3,302,064 

532,694 

7,235,915 

3,834.758 

7,235.915 


37 Operating leases 

At the reporting date the entity has outstanding commitments under operating 
leases which fat! due as follows: 

Operating leases - lessee 
Within one year 

In the second to fifth year inclusive 

After five years 

Total 


643,631 901,524 

138,065 690,327 


781,696 1,591,851 


Operating Leases consists of the following: 

1 . Operating lease payments represent rentals payable by lhe municipality for six vehicles negotiated for 3 years, payable monthly, for the rental of vehicles. No 
contingent rent is payable. 

2. Operating lease payments represent rentals payable by the municipality for two printers negotiated for 1 year. 

3. Operating lease consist of a telephonic system negotiated for 2 years fora fixed subscription fee. 
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NOTES TO THE F1NANANCIAL STATEMENTS 


Restated 

for the year ended 30 June 201 6 


Note 

2016 

2015 


R 

R 


38 Provision for future long service bonus 
38 Defined contribution plan 

Provision for long service bonus awards 

Total contributions expensed to the Statement of Financial Performance 
38 Defined Benefit Plans 

Statement of Financial Performance 
Provision for long service bonus awards 
Total 


623,451 

368,852 

623,451 

368,852 

254,599 

-96,925 

254,599 

-96,925 

164,401 



Actuarial losses recognised in the statement changes in net assets for the period 
(before tax) 

The following are defined benefit plans: ^ , 

The long-service award is payable after every 5 years of continuous service. The provision is an estimate of the long-service based on historical staff turnover. 


The municipality offers employees long service bonus awards upon attaining the required years of service. 

The most recent actuarial valuation of the long service bonus awards liability at 30 June 2016 was performed by TG Mhonde, a Senior Actuarial Consultant and CJ 
Maroba, a Fellow of the Faculty of Actuaries, from One Pangea Financial 

The liability accrued is the actuarial present value of all benefits expected to be paid in future based on service accrued to the valuation date and awards projected 
to retirement date, in determining these liabilities, due allowance has been made for future award increases. For each employee this projection is based on the 
probability of being employed at each service award date, taking into account the assumed rates of withdrawal, early retirement and death. 


The Projected Unit Credit method of funding has been applied. 


The municipality has been unsuccessful in obtaining the necessary information to support proper defined benefit plan accounting due to restrictions imposed by 
the multi-employer plan. It is therefore deemed impracticable to obtain this information at a suitable level of detail 

Thus, some of the entities defined benefit plans are not treated as defined benefit plans as defined by GRAP 26, but are rather accounted for as defined 
contribution plans. These are listed under the defined contribution plan heading as a GRAP 25 Exception 

All municipal employees belong to The Natal Joint Municipal Pension Fund (Superannuation), The Natal Joint Municipal Pension Fund (Retirement) and The 
KwaZulu-Natal Joint Municipal Provident Fund which are administered by the Province. The municipality classifies a multi-employer plan contribution plan or a 
defined benefit plan under the terms of the plan (including any constructive obligation that goes beyond the formal terms). 

The KwaZulu-Natal Joint Municipal Provident Fund is a defined contribution plan and the municipality accounts for it in the same way as for any other defined 
contribution plan. 

The Natal Joint Municipal Pension Fund (Superannuation) and The Natal Joint Municipal Pension Fund (Retirement) are defined benefit plans. Sufficient 
information is not available to use defined benefit accounting for these plans, therefore the entity accounts for these plans as if it was a defined contribution plan. 


Changes in the present value of the defined benefit obligation are as follows: 

Opening Balance 

Current service costs 

Interest costs 

Actuarial losses/(gains) 

Settlements 
Closing Balance 

Expenses and income recognised In surplus for the period 

Current service costs 

Interest costs 

Actuarial gains and losses 

Settlements 

Principal actuarial assumptions: 

Discount rate 
CPI 

Increase in health care cost 
Expected rates of salary increase 
Net Discount Rate 
Mortality 


368,852 

465,804 

58,882 

113,828 

31,316 

- 

164,401 

-198,583 

- 

-12,197 

623,451 

368,852 


58,882 

31,316 

164,401 

113,828 

-198,583 

-12,197 

254,599 

-96,952 

9.10% 

0 

6.73% 

0 

7.72% 

0 

1.28% 

0 

SA85-90 

SA85-90 
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Restated 

for the year ended 30 June 2016 


Note 

2016 

2015 


R 

R 


39 CONTINGENT LIABILITY 


There Is a pending dispute which employees have raised and has been referred to 
The South African Local Bargaining Council The disputed amount is R881 618. 

There are disciplinary matters against staff currently underway. The matters are 
not finalised at year end and the financial impact cannot be determined. 

Due to a vat query raised by KPMG in October 2015 with regards to Ugu District 
Municipality, Ugu - South Coast Tourism logged a VAT Ruling request with SARS, 
regarding whether the gfant funding received from the municipalities should be 
raised including vat or at the zero rate, which has been the case since the 
inception of die entity in 2009. 

This matter has not been finalised at year end 


881,618 


881,618 


225,834 225,834 


Several senior officials are disputing the assessment process regarding the 
payment of performance bonuses. Provision has been made for the payment of 
the bonuses as assessed by the Municipality. The claim is being considered by 
the labour court after the CCMA ruled in favour of the Council. 


40 CONTINGENT ASSET 

Due to a vat query raised by KPMG in October 2015 with regards to Ugu District 
Municipality, Ugu - South Coast Tourism logged a VAT Ruling request with SARS, 
regarding whether the grant funding received from the municipalities should be 
raised including vat or at the zero rate, which has been the case since the 
inception of the entity in 2009. 

This matter has not been finalised at year end 225,834 

41 IN-KIND DONATIONS AND ASSISTANCE 

The Municipality received the following in-kind donations and assistance 
Description 

Department of sports and recreation: Gym equipment to the value of R 645175 

42 RELATED PARTIES 
Relationships 

Municipality and individuals as well as their close family members, and /or entities are related parties if one party has the ability, directly, indirectly, having 


Loans key Members of key management-Councillors 

Compensation to councillors and other key management (refer to note’ 22 & 23) 


Any payment made to key management personnel and councillors Is disclosed in note 22 and note 23 (Employee related cost and Remuneration of councillors). 


Loans key management and dose member of family - interest free 

Cllr Jwara GZ 
Cllr Mqadi BC 
Cllr Dlamini NR 
Cllr Myeza BG 

Cllr Khanyase KG (deceased) 

Cllr Mchunu AS 
Cllr Mngadi BC 
Cllr Sibisi TE (deceased) 

ClirMuthwaT 
Cllr Kweyama LL 


Opening balance 

3720.00 

3320.00 

3720.00 
3720.00 
3720.00 
3720.00 
3720.00 
3720.00 
3720.00 
3720.00 


Closing balance 

3720.00 

3320.00 

3720.00 
3720.00 
3720.00 
3720.00 

3720.00 

3720.00 

3720.00 
3720.00 


43 EVENTS AFTER THE REPORTING DATE 

The Municipality was affected by the re-determination of boundaries in terms of section 21 of the local government: Municipal Demarcation Act,1988(Act No 27 of 
1998) on 24 December 201 5. The member of the Kwazulu-Natal executive council (MEG) responsible for the local government promulgated government Gazette 
No 1594, Notice in terms of section 14(5) of the local government Municipal structures Act,1988 Transitional Measures to facilitate integrated Development 
Planning .approval of budgets, preparation of financial s!atements,leving of rates and acting appointments jn municipalities affected by the affirmations re- 
determination 

"In terms of this notice, New Municipalities will be established and the former municipalities will be disestablished from the date the municipal elections" 

Accordingly, from the date of the declaration of results of the elections by the electoral commission established in terms of section 3 of the electoral commission 
Act,1996(Act No 51 Of 1996) Vuiamehlo municipality is to be disestablished and its area of jurisdiction, Assets and liabilities, contracts, revenue and expenditure at 
carrying value in terms of a split model SI 2 notice 2000 and incorporated into the EThekwini Metropolitan municipality and the Umdoni Local Municipality, 
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for the year ended 30 June 2016 

Note 


44 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 
The following areas involve a significant degree of estimation uncertainty: 

Useful lives and residual values of property, planl, and equipment 
Recoverable amounts of property, plant and equipment 
Provision for rehabilitation of landfill siles (discount rate used, number of years, 
amount of cash flows) 

Present value of defined benefit obligation 

Fair value of plan assets 

Provision for doubtful debts 

Impairment of assets 

Provision for long-lerm service award 

Other 


2016 

R 


Restated 

2015 

R 


The following areas involved judgements, apart from Ihose involving estimalions disclosed above, lhat management has made in the process of applying Ihe 
municipality’s accounting policies and that have the most significant effect on Ihe amounts recognised in the financial statements: 


Impairment of assets 

Provisions 

Other 


45 RISK MANAGEMENT 

45.1 Maximum credit risk exposure 

Credit risk consists mainty of cash deposits, cash equivalents and Irade debtors. The municipality only deposits cash with major banks with high quality credit 
standing and limits exposure to any one counter- party. 

Trade receivables comprise a widespread customer base. Management evaluates credit risk relating to customers on an ongoing basis. If customers are 
independently rated, these ratings are used. Otherwise, if there is no independent rating, risk control assesses lha credit quality of the customer, taking into account 
its financial position! past experience and other factors. Individual risk limits are set based on internal or external ratings in accordance with limits set by the boand. 
The utilisation of credit limits is regularly monitored. Sales to retail customers are settled in cash or using major credit cards. Credit guarantee insurance is 
purchased when deemed appropriate. 

Financial assets exposed to credit risk at year end were as follows 
Bank accounts 

Trade receivables from non exchange transactions 
Receivables from exchange transactions 
Non-current receivables 

These balances represent the maximum exposure to credit risk. 

45.2 Liquidity risk 

The municipality's risk to liquidity is a result of the funds available to cover future commitments. The municipality manages liquidity risk through an ongoing review of 
future commitments and credit facilities. 

45.3 Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality's income and operating cash flows are substantially independent of changes in market 
interest rales. 


27,032,435 31,715,749 

2,389,961 1,279,840 

3,031,200 1,456,045 

0 169,211 


46 RESTATEMENT OF COMPARATIVE INFORMATION 


The municipality has classified the following items listed below in order to provide more comparable and understandable information. The effect of thereslaiemenl 
is summarised below: 


Statement of Financial Position: 
Previous Classification 
Payable from exchange transactions 


Current Reclassifiation 

Trade and other payables from exchange transactions 
Consumer deposits 

Prior year correction on consumer deposits 


6,224,435 

387,886 

-50,426 

6.561.895 


47 Statement of Comparison of Budget and Actual Information explanations of variances 
investment Revenue: 

Interest on the bank mam account contributed largly to the actual income. The interest is based on the actual balance on the account which was maintained at a 
higher level than normal. 

Other own revenue: 

A once off duration from Department of Sports and recreation was received and Interest charged on debtors account was higher than expected. 

Remuneration of Councillors: 

The variance is attributed to the reimbursement of travelling and subsidy costs claimed by councillors. 

Depredation and asset Impairment: 

The impairment of assets in tine of the accounting policy contributed to the higher cost than the budget. 

Transfer grants and other expenditure 

The cost for the free basic electricity was realigned to the grant fine item and transfer and grant line item in other expenditure for the value of +- R20 million in 
value. 

Internally generated funds 


National treasury reduced Ihe MIG funding for the year from R18 million lo R 15 million this difference was funded from internal funds 
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ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
: as at 30 June 2016 




Vnlimehlo Municipality 
APPENDIX B 

ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 

for the year ended 30 June 2015 

Cost ( Revaluation [ > Accumulated Depreciation and Accumulated Impairment 
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as at 30 June 2016 
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fur the year ended 30 June 2016 
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